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Keep You Abreast of Events! 


HERE is no need to switch in and out of the market with every gust of wind when you 
have our monthly compilation which adjusts and rates securities in accordance with 

their outlook and prospects,—gives you the facts,—and keeps you posted always. 
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time the outlook for an industry—whether it is in a strong 
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And now—new features. Now AbjJUSTABLE Stock RAtT- 

INGS also includes new minimum margin requirements, com- 
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Odd Lots 


Successful investors do not al- 
low their money to remain idle. 


They follow a systematic plan 
of purchasing a few shares of 
well seasoned securities as soon 
as surplus funds are available. 


Every dollar invested in this 
way soon becomes income pro- 
ducing property. 


Our “Odd Lot Trading” book- 
let mailed to those interested. 
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THE DOW THEORY..... $3.50 


A clear-cut explanation of the 
| Dow-Jones theory of forecasting 
trends of stock prices, by Robert 
Rhea, leading exponent of the 
Dow method. 252 pages. 


THE STOCK MARKET 
BAROMETER ........... $2.50 


William P. Hamilton, the original 
authority on the Dow theory 
(who died in 1929), gives his 
interpretation on its use and 
value in forecasting price move- 
ments. 278 pages. 
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GRAPHIC CHARTS ... .$12.50 


37 charts, 11 by 17 inches, in an 
attractive loose-leaf binder, sur- 
veying the daily movement of 
Dow-Jones averages from 1897 
to December 31, 1933, by Robert 
Rhea. 
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HO would not open at least 

a faintly wishful ear to the 

prophet who assures us that 
better times are coming? And so it is 
that Americans in great numbers are 
rushing to buy, at $1.50 per head, the 
pamphlet unequivocably entitled: “The 
Coming American Boom’—latest emis- 
sion of L. L. B. Angas, ex-British army 
oficer, London broker; economist, if 
you like. Mr. Angas has published 
many strikingly worded financial pre- 
dictions; some right, some wrong, some 
that smacked much of the obvious. 


puts such expanded “bank money” into 
use—will automatically and inevitably 
produce a redundancy of money 
(credit), its active employment in in- 
dustry and commerce, another upward 
spiral of expanding credit—in short, a 
boom. It will be, he says, like the 
sudden explosion of a piece of celluloid 
gradually warmed by a flame. 

Perhaps so. Certainly a govern’ 
ment hell-bent on inflation can ulti- 
mately bring about an_ inflationary 
boom. But that is not what we or the 
Administration desire. What we want 


the measures of control and reform un- 
der NR A, AAA and the S E C—un- 
questionably have thus far tended effec- 
tively to checkmate the reflationary ef- 
fort by artificial interference with 
wages, prices and profits and by too 
harsh reform of the financial markets. 

In short, as one hand of the Ad- 
ministration tries to boost recovery and 
credit expansion via the voluntary co- 
operation of banks and business, the 
other hand smacks down the business 
and financial confidence upon which 
sound reflation can only rest. Such is 





i The theory of Mr. Angas, like that is a balanced economic recovery, in the present deadlock. 
& of other “monetary” economists, is that — which credit expansion would be merely Ultimately, of course, Angas will be 
¢ a major depression in its late stages be- the natural accompaniment of an active right. It is a safe prophecy that some 
‘ comes a monetary phenomenon, marked and profitable exchange of goods and day the United States will have another 
# by an automatic downward spiral of services—the whole recovery process boom. It always has. That it is im- 
# bank credit deflation. In this assertion motivated chiefly by the normal play of mediately ahead and that all kinds of 
= there is, obviously, much truth; al private, capitalistic initiative, instead of stocks will yield fat profits is not a 
though it probably is an over-simplificae government spending. speculation that we would care to rec- 
tion of the problem. As a Briton not close to the Ameri’ ommend—though moderate autumn re- 
From this premise, the Angas argu- can scene, Mr. Angas may be pardoned covery from present levels of business 
ment is that the Roosevelt program for an inadequate knowledge of the inactivity and pessimism is quite likely. 
of reflation — Treasury operations New Deal in its entirety. Surely, how- Will not a moderate betterment over 
which result in a write-up of net de- ever, he must be aware that the mone- the next few months be enough? A 
mand deposits in the commercial banks tary policy is only one part of the little at a time is a good enough rule 
and Federal emergency spending which Roosevelt program. The other parts— from our point of view! 
10 
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This book—one of the most important we have ever published is now 
in its 8th big edition—completely revised and right-up-to-the-minute. 


It gives a clear, authoritative exposition of the principles essential 
to successful investing and trading under present-day market condi- 
tions—enables the investor and trader to act with accuracy and speed. 


The Business of Trading in Stocks 
By John Durand and A. T. Miller 


Including a Formula for Determining Common Stock 
Values in This Second Phase of the Economic Cycle 


Here two of the best-known experts provide you with a direct and 
usable technique that will enable you to take advantage of today’s 
markets. 


Beginning with pointers on finding the methods best suited to your in- 
dividual requirements, they take you through the various phases 
of manipulation—give usable examples of typical cycles. Then they 
discuss price movements and turning points—the law of averages— 
charts and mechanical systems—show you how to make charts and 
use them. The entire field of trading is covered, including the little- 
known opportunities offered in rights, arbitrage and “puts and calls.” 


Free If You Subscribe Now 


“The Business of Trading in Stocks” is not for general sale. It was 
prepared for The Magazine of Wall Street subscribers, and because 
of the cost of preparation and publication it can be offered only with 
yearly subscriptions. 


ALSO—Free Privileges of a 
Personal Service Department 


By mailing the coupon without delay you can receive a copy of “The 
Business of Trading in Stocks” by return mail—and 26 issues of The 
Magazine of Wall Street throughout the coming year. Your yearly 
subscription will also entitle you to the privileges of our Personal 
Service Department which enables you to write or wire for impartial 
views on any securities which you hold or consider buying. You are 
only asked to limit your inquiries to not more than 3 listed stocks 
or bonds in order to facilitate replies. 


This valuable privilege to yearly subscribers enables you to personal- 
ize the work of The Magazine of Wall Street to meet your particular 
requirements. It also enables you to keep regularly informed on 
your investment status and might easily be means of making or sav- 
ing hundreds or even thousands of dollars. 


Fill in and Mail this coupon NOW 
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— The Price Dilemma 

— The SEC Begins to Function 
— There Is a Bright Side 

— Uncle Sam’s Manipulations 


— Home Building Lags 


THE PRICE T seemed an alluring objective that 
DILEMMA | President Roosevelt pointed to in 

the spring of 1933—the objective 
of much higher farm prices. Now it has been attained 
—partly through the crop-curtailment efforts of the 
AAA, but chiefly as a result of unprecedent drought. 
Now that it is here, one notes strangely little rejoicing 
at Washington! The New Deal does not claim credit. 
Instead, it sounds an obviously defensive note as it 
threatens vague prosecution of food profiteers and 
“chisellers.” 

Why does the Administration so promptly turn tail 
as its promised objective is reached? The answer is 
simple. An abnormally fast rise in food prices is an 
undesirable thing except to a minority of farmers. 
Further, it has the makings of a political boomerang of 


the first order; and, as such, it constitutes a New Deal 
dilemma. It is among the farm population and the 
mass of wage and salary workers of small incomes that 
Roosevelt finds his major political support at the pres- 
ent time. To the latter class, rather than to the 
wealthy, substantially higher food costs are a serious 
burden. Already organized labor is pointing to rising 
food prices as justification for further wage demands. 

A rising cost of living is a politically unpopular thing 
—unless accompanied by at least a proportionate in- 
crease in economic activity and in average income. It 
is not so accompanied at present. And so the urban 
consumer will blame the A A A, and the farm consumer 
will blame the N R A. Both are raisers of the cost of 
living. If food prices should soar, urban voters 
wouldn’t like it. If Roosevelt seriously tries to stop 
them from soaring, the farmers—promised 1926 prices 
—will not like it. 

But, one may fairly ask, could the drought have been 
foreseen? Of course not, at least not in its full inten- 
sity. But one thing could have been foreseen, because 
it is a matter of age-old human experience. And that 
is that government planning of agricultural production 
was from the start an inherent gamble—certain widely 
to miss the mark in either direction because of the 
inevitable and utterly unpredictable vagaries of the one 
absolute farm dictator, Mother Nature. Some enduring 
good will result if the lesson teaches New Deal plan- 
ners that the Federal bureaucrats are as given to error 
as the rest of us mortals—if not more so. 
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THE S E C BEGINS HE initial regulations 
TO FUNCTION T announced by the Secur- 
' ities and Exchange Com- 
mission constitute merely another preliminary step in 
the necessarily complicated process of transferring the 
security markets from private to public control. Ap- 
plications for formal registration of exchanges and of 
listed companies have been sent out. The two actual 
rules thus far announced are that exchanges must com- 
ply with, and force compliance of its members with, 
that section of the law which deals with the registration 
of exchanges and of listings; and, second, that ex- 
changes must adopt rules to discipline members for con- 
duct inconsistent with “just and equitable principles of 
trade.” Such rules have long been in effect on all ex- 
changes. The Commission recognizes that the ex- 
changes themselves are better equipped to police their 
members than if the Government sent in its own corps 
of agents. It is gratifying to note that thus far common 
sense and moderation have been the Commission’s guid- 
ing policy. 


i 


THERE ISA HANKS to the enormous geo- 
BRIGHT SIDE ti graphical expanse of this 

country and its wide varia- 
tions in climate and rainfall, serious drought in twelve 
or fifteen western states is something less than an ap- 
palling national calamity. In the stricken areas suffer- 
ing will be relieved by generous disbursement of Fed- 
eral emergency funds. On the bright side, burdensome 
agricultural surpluses have been wiped out or cur- 
tailed; and the large areas not affected by drought are 
already feeling the lift of rising farm income. This is 
true of eastern and southeastern farmers and of the 
majority of farmers in the Pacific Coast states. Even 
in the great drought belt, disaster is by no means uni- 
form. Several counties in Minnesota, for example, re- 
port wheat and barley crops 25 to 50 per cent above 
a year ago. According to Washington estimates, the 
aggregate farm income this year will be more than 30 
per cent greater than it was in 1933. With NRA 
price-fixing on the way out, this should mean an im- 
proved balance in the economic relationship between 
agriculture and industry. 


~~ 


ANIPULATION, the 
thing of evil blasted 
sky-high by the last 

Congress, has not disappeared from the financial mar- 

kets. True, it now appears in only one place. That 

place-—of all places—is the market for United States 

Government bonds! Bankers, brokers and traders are 

trodding the straight path of financial rectitude, full’ 

aware that any departure can instantly bring a frown 
or a blow from the Securities and Exchange Commis- 
sion. Corporate stocks and bonds must shift for them- 
selves at whatever prices the flow of supply and demand 
happens to make. One no longer reads in the market 
accounts of “banking support” for this or that security. 
But one can read almost any time—under the New Deal 


UNCLE SAM'S 
MANIPULATIONS 











—of Government support for Government bonds. 
Should the market be weak, the Treasury buys—for 
itself, for the Postal Savings or for some other Federal 
department whose funds are under Treasury super- 
vision. The market is seldom weak for more than a 
short while. This means—take your choice—that the 
Government's credit is excellent or that the 2-billion 
dollar Stabilization Fund, operated in secrecy, is still 
sufficiently well-heeled to control both Government 
bonds and the dollar’s peregrinations in the foreign 
exchange markets. Of course, the Government's credit 
is sound; but one could regard it more confidently if it 
were permitted to stand on its own feet and reflect the 
genuine appraisal of investment demand, whether in- 
dividual or institutional. In principle is there such a 
wide difference between government controlling the 
press and the radio—as in Germany—and government 
“making the market” for its own obligations? 


—_ 


LAGS siderable bally-hoo the 

Government’s program 
for the stimulation of residential construction and re- 
pair-work has got under way. While it is too early 
to pass a definite opinion as to the ultimate outcome, 
it can be said that progress so far has been disappoint- 
ing. It seems that there is not only an indisposition 
to lend money despite extensive resources among lend- 
ing institutions; except where there exists no risk what- 
soever but that there is an equal, perhaps stronger, 
indisposition to borrow. Throughout the whole de- 
pression, individuals have seen their debt-ridden friends 
sink one after another from the weight of their 
burdens and are naturally extremely skeptical of put- 
ting themselves in a position that might have similar 
results. Price, of course, might overcome these objec- 
tions; but it never had a chance. Construction costs 
were prompt to soar and to an extent that puts the 
feeble rise of most other things to shame. Moreover, 
it is now found that the Government sponsored and 
partially guaranteed loans are not to be as cheaply 
obtained as was at first thought. Nevertheless, it is 
idle to deny that there is need for housing, need for 
extensions and renovations. Sooner or later this is 
going to be done. But not, it appears as soon as hoped, 
nor as the inevitable result of the Government's pres- 
ent housing plans. Activity probably awaits a nar- 
rower spread between what the public can afford for 
construction costs and what it is asked to pay. As 
soon as this discrepancy is ironed out we shall see 
plenty of construction, whether or not there be artifi- 
cial stimulation. 


HOME BUILDING N CCOMPANIED by con 


—_— 


UR most recent investment 
advice will be found in the 


discussion of the prospective 
trend of the market on page 484. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, August 27, 1934. 
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government all too frequently in a realm of theory 

and opportunism. When the Government finds its 
expenses exceeding its outgo, it does not cut down,—but 
makes additional levies on its citizens. Taxpayers cannot 
be called upon to make up the deficits of private business,— 
nor can business take a heavy toll from the productive 
capacity of its stockholders to meet its expenses. The 
private enterprise which expects to stay in business would 
not consider an expanding program of expenditures when 
prospects point to decreasing revenue, nor would it under- 
take large extraordinary obligations without envisaging 
some means of meeting them. And still that is exactly 
what government does. It is precisely these things which 
we would not do as business men or private citizens that 
the Government is forcing us to do collectively. The 
huge expenditures which the Administration is making 
at the rate of 400 million dollars a month are nearly twice 
treasury receipts and the budgetary deficit promises to 
grow larger rather than smaller. In the last analysis these 
obligations come back to private citizens. It is our bills 
which are being run up and it is our taxes which must 
pay them. 

Already direct taxation is taking 20 per cent of a dimin- 
ished national income, scarcely half what it was in normal 
times. Indirect taxation accounts for nearer a third of it. 
Thus is purchasing power diminished and recovery retarded. 

The cost of government is always higher than its value 
to the people as a result of the inefficiencies, wastes and 
extravagance which have been associated with it, time im- 
memorial. People are long familiar with it and endure it 
in good times, but in times like the present when, in addi- 
tion to the cost of government and the necessary expense 
to relieve the distressed, we add the cost of public works 
and social and industrial experiments to produce an impos- 
sible Utopia for the next 
generation,—we are play 
ing with forces which can 
demolish and wreck the 
civilization which we en- 
joy today. Regardless of 
our difficulties there is no 
nation in the world where 
its citizens are enjoying 
the standard of living 
and even the luxury that 
we are in the United 
States today. 

Excessive taxation has 
throughout the ages pre- 
cipitated grave and un- 
desirable changes in poli- 
tical and social economy. 
It is the handwriting on 
the wall which warns of 
impending disaster. We 
cannot afford to ignore it 
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As Long As Our Money Lasts—What Then? 


now. We must take heed and steer a new course from 
that which has led so many nations to destruction. Other- 
wise we will face the extremity when there are no more 
incomes to tax and no more individual wealth to tax, and 
the production of every citizen,—man, woman and child— 
becomes subject to partial or complete confiscation as took 
place in Russia and threatens in Germany. The state has 
no other means of support than the revenues it secures 
from its citizens,—and the standard of living continues to 
go to a lower and lower level as the state needs more and 
more money. 

To secure additional revenue the German government, 
as controller of the milk supply, buys it at nine pfennigs 
and sells it to the people for 33 pfennigs, thereby making 
a tremendous profit which no private corporation would 
be permitted to do. In Russia the government buys shoes 
in London for one pound and sells them to its citizens for 
the equivalent of eight pounds. Thus only a few citizens 
are properly shod. : 

Excessive taxation, followed. by actual confiscation of 
wealth, in the time of the Caesars, first produced chaos 
and finally led to the decline of the Roman Empire, from 
which there has been no recovery throughout the centuries. 
At that time also, there were steadily increasing levies to 
replenish depleted treasuries, with an occasional largesse 
thrown out to the people when distress was general enough 
to constitute the threat of civil strife. When taxation 
failed to meet governmental deficits, the state administered 
the estates of deceased. Individual wealth was first de- 
pleted and then absorbed completely. And by means of 
docile senates, controlled by these dominating rulers, such 
abuses were made possible within the framework of at 
least a pseudo republic. 

When our own income taxes are steadily increased 
despite falling incomes,—when states, as in New York 
recently, propose addition- 
al levies on gross incomes, 
when cities impose further 
burdens on the business 
done within their limits, 
when the Treasury De- 
partment sets up a com- 
mission to study new 
means of taxation, when 
corporate profits (and 
thereby investors’ in- 
comes) are endangered by 
city, state and Federal 
taxes, then we may well 
observe and ponder the 
implication of these 
examples. 

No one will deny that 
in a depression of the 
magnitude of the current 
one, some emergency 
(Please turn to page 528) 
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—For Business 


What Autumn Holds 


—For the Market 


When Will the Deadlock Be Broken? 


By A. T. Miter 








NDER present politico- — 
economic uncertainties 


it is not surprising that 
the stock market changes its 
mind as rapidly as a chameleon 
changes color. Thus, one sees 
the volume of transactions on 
the New York Stock Exchange 
dwindle to a nadir of 2'70,000 
shares in a five-hour trading 
session—the smallest volume 
in ‘twelve years. A day later 
it has more than doubled at 
580,000 shares; and the third 
day sees it more than doubled 
again at 1,300,000 shares. 
It would be pleasant to be- 


Air Reduction 
Sun Oil 

National Lead 
Melville Shoe 
Union Carbide 
Cudahy Packing 
Lake Shore Mines 


Stocks Recommended for Investment 


Holding 


United States Gypsum 


— — —= approaching further deprecia- 


tion by both Britain and the 
United States. India and 
South Africa were—and are— 
holding back on gold ship- 
ments, anticipating higher pric- 
es in London. 

Now it so happens that right 
at this point of reviving “in- 
flationary sentiment” Secretary 
of the Treasury Morgenthau 
steps into the picture with the 
categorical statement that no 
change is contemplated in the 
American gold policy, and 
with a somewhat indignant 
question as to why the Amer- 


Swift International 
Commercial Credit 
National Sugar 
American Cyanamid 
Continental Oil 
Liggett & Myers “B” 
Pillsbury Flour 





lieve that the last figure re- 


ican market should pay atten- 





flected a significant revival in 

speculative hope of substantially better business conditions 
this autumn, especially since the smallest recent activity 
was displayed in a reactionary market; while the marked 
expansion of volume accompanied a rally carrying both 
industrials and rails back to the highest prices since the third 
week of July. 

Regrettably, it appears by no means certain that the 
change for the better is of more than intermediate and 
seasonal significance. At this writing trading activity has 
again fallen back around the relatively small volume to 
which the market has been accustomed throughout most of 
the summer, although holding somewhat above the recent 
lowest volume. 

As usual, it is by no means easy to segregate the reasons 
giving rise to the present improved state of speculative sen- 
timent. It is not improbable that the rally had its inception, 
as frequently happens, in a normal reaction from tempora- 
rily over-done pessimism and an oversold position. Cer- 
tainly it started at a moment when prevailing opinion among 
the professional trading element leaned strongly to the bear- 
ish side and when short-selling, although undoubtedly small, 
was increasing. We have pointed out previously that the 
July decline quite plainly effected a substantial improvement 
in the internal speculative structure, as reflected in a rela- 
tively large shrinkage in brokers’ loans. A strengthened 
technical position made it easy for the price movement to 
reverse itself abruptly. 


Inflationary Sentiment 


Yet there was another spark behind the reversal—another 
spark from the smoldering embers of inflation. The dollar 
was dropping against the gold currencies, and the British 
pound was receding to a new low against French gold 
francs. Paris nerves were jittery over conjecture as to an 
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tion to rumors from distant In- 
dia and South Africa. Right at this point also the market 
rally pauses to take thought; and buying appears—the first 
in a long time—in the sorely belabored public utility stocks, 
certainly not a group wherein one would seek refuge from 
the when-and-if ogre of inflation which has flitted in and 
out of speculative minds since March, 1933. 

Quite probably Mr. Morgenthau means it when he says 
no change is contemplated in our gold policy. Yet it has 
been demonstrated on numerous occasions in the past eigh- 
teen months that extraordinary deeds from little rumors 
grow. Plainly, for the present, our valuation of gold is to 
be maintained, for exports of gold are being permitted in 
order to maintain it. 


Monetary Uncertainties 


What we are actually doing is to sell gold to Europe to 
pay for large-scale purchases of silver. At this writing, for 
example, a ship is leaving Southampton, bound for New 
York, with 12,134 bars of silver valued at £1,500,000. It 
took forty freight cars to transport the metal from London 
to Southampton. 

All of which is merely a mild beginning on the announced 
monetary policy which ultimately is to establish our cur- 
rency on metallic reserves consisting 75 per cent of gold 
and 25 per cent of silver. To obtain the required amount 
of silver we will either have to exchange considerable gold 
for it or go in for a policy of silver devaluation. 

Clearly, the intent is inflationary. The purpose is to 
cheapen gold and reduce its purchasing power. In all prob- 
ability it will have an even less dynamic effect upon prices 
and business activity than has our thus far disappointing 
policy in regard to the valuation of gold. Certainly it is 
not an immediate stock market or business force to be given 
much consideration. 
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We think it impossible, however, to emphasize too strong: 
ly or to point out too often that the evidence indicates over- 
whelmingly that the Roosevelt Administration is still com- 
mitted to the theory that we are suffering essentially from 
a monetry mal-adjustment; that it remains committed to a 
policy of experimentation in which it reserves the right to 
change its tactics at any time that circumstances suggest; 
that agitation for more inflationary doses is steadily feeding 
on dissatisfaction with the present level of business and of 
employment; and, finally, that each day sees the Federal 
budget further out of balance and the prospect of its being 
balanced by normal revenues more unfavorable. 

We adhere, therefore, to the theory that a major defla- 
tionary movement is utterly out of question and that care- 
fully selected equities will for a long time to come be pre- 
ferable to cash, regardless of business uncertainties. Ac- 
cordingly, this article is again accompanied with a list of 
recommended stocks for long-term retention. 

As far as the intermediate movement of the market is 
concerned, the current rally thus far is no more than another 
wriggle within a broad trading range which, as we have 
previously pointed out, has been maintained for more than 
a year. It is quite possible that further rally will be seen. 
Yet we are frank to say that we see nothing in either the 
business scene or the monetary picture to suggest that the 
market over the near term can break out through the upper 
level of its trading range, as marked by the highs of July, 
1933, and February, 1934. 

There are exceptions in the case of individual issues which 
in the present listless market have reached new highs for 
the year because of exceptional earnings factors. The list of 
stocks accompanying this article is, on the average, much 
nearer the high of the year than is the market as a whole. 

Nevertheless, as a generality, some new and dynamic 
stimulus either from 
business or in the mone- 
tary program will un- 
doubtedly be required to 
launch a new and signifi- 
cant phase of major recov- 
ery in the stock market. 

We do not expect a 
stimulant of the necessary 
force to come from busi- 
ness this autumn. This is 
not to say there will be no 
improvement. There prob- 
ibly will be at least a mod- 
erate seasonal betterment. 
The composite indexes ap- 
pear at present to suggest 
that the summer recession 
has flattened out, prelim- 
inary to an upward turn. 

One can not help but 
consider, however, wheth- 
er the autumn _ business 
improvement is not likely 
to be somewhat similar to 
a stock market rally within 
a trading range—a thing 
that does not change the 
fundamental picture. 

That picture remains 
what it has been for 
months — business  dis- 
turbed and alarmed at 
both the general philoso- 
phies and many of the 
specific policies of the 
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present Federal Administration. Regardless of the housing 
program, in which the benefits will be limited, anything like 
a normal recovery in the capital goods industries is scarcely 
possible under present conditions—and it is in these indus- 
tries that the problem of depression and unemployment 
centers. 

Under the circumstances, even though purely intermediate 
rally in the stock market probably will carry somewhat 
further, it should be obvious that on any advance into a 
price region above the half-way point of the general trad- 
ing range which has prevailed since July, 1933, the risks 
involved in short-swing trading will necessarily increase. 

At this writing there are two new developments of con- 
siderable interest, although we confess that their ultimate 
significance to the stock market and to business must remain 
for future weeks to reveal. 

First, it is apparent that the sub-surface opposition of 
business—and especially big business—to the policies of the 
Administration has at last come out in the open and is now 
determined to put up a battle. This is the significance of 
the American Liberty League, the organization of which 
has just been announced. Politically prominent names are 
attached to the public announcement. Far more significant 
is the active backing—thus far only partially revealed—of 
some of the best known and most powerful business and 
industrial interests in this country. We will hear much of 
this organization in coming months and of its drive to 
organize property owners, savings bank depositors, holders 
of life insurance policies, stockholders, bondholders and 
others in a movement seeking protection against dangerous 
and subversive political policies. 

The second development of interest is the recent series of 
“reassuring” statements to business made by Assistant 
Secretary of Commerce Dickinson, Secretary Roper 
and by Donald Rich- 
berg, head of the Adminis- 
tration’s powerful indus- 
trial emergency council. 
Each states that the Pres- 
ident is not opposed to the 
profit motive in business. 
Such assurance would car- 
ry more weight if it were 
more specific, if it came 
from the President himself 
—a President whose last 
public address committed 
the New Deal still further 
to Leftist policies—and if 
it took the form of action, 
rather than of words. Any 
convincing assurance 
would quickly change the 
picture. 

Meanwhile credit  re- 
sources are piling up and, 
despite all uncertainties, 
one can find a gleam of 
hope in the fact that com- 
mercial loans have shown 
a modest expansion for 
four consecutive weeks, 
the gain averaging approx- 
imately $23,000,000 a 
week. This is a drop in 
the bn! relation to 

sdit expan- 
\dministra- 

hopefully 
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Where Is the Government 


Carrying Us? 


The Spread of Taxation — The Growing 
Federal Deficit—The Drift Toward Inflation 


By THEoporE M. KNAPPEN 





T may be that there is 
| nothing else to do than 

to keep on spending pub- 
lic funds enormously in de- 
fense against the depression. 
Perhaps we must all drown 
in a noble effort to save the 
presently drowning. 

On the other hand, it may 
be that the depression can be 
fought more economically and 
perhaps more _ successfully. 
Certainly, it is the part of 
wisdom to consider where we 
are headed. 

The Federal Government is | 


ous years)........... 


Ordinary Expenditures. .. 
Total Expenditures..... . 


| a ere 
Receipts same period.... 
Public Debt—Aug., 1933 





Who Will Pay the Bill? 


Appropriated Emergency Funds 
Expenditures to August 15 (Including previ- 


Ordinary Receipts 1933-34... 


Total Expenditures first 35 days of this 


Public Debt—Aug., 1934.... 


able unless business activity 
greatly expands. Already 
state and national revenues 
are squeezing $9,000,000,000 
a year out of the people and 
borrowings increase the whole 
public outgo to $14,000,000,- 
000 or $15,000,000,000. And 
the entire national income is 
calculated at only $45,000,- 
000,000. 


$13,098,000,000 


6,509,000,000 
2,079,000,000 
3,865,000,000 
5,142,000,000 


nee To take care of a Federal 
eoomiitel debt of $35,000,000,000 in- 
22,617,000,000 


cluding amortization and the 
ordinary costs of government, 
we shall have to raise by taxa- 


27,053,000,000 








plunging into debt at a rate 
exceeded only during the 
World War, but in the war period we began with virtu- 
ally no national debt, whereas when emergency expendi- 
tures began to pile up in the last years of the Hoover 
Administration we were starting from a national debt of 
$16,000,0000,000. Already we have passed the top of 
the war-incurred debt by several billions and are deliber- 
ately aiming at a peak total of $31,000,000,000 (after 
allowing for Treasury’s cash balance of $2,000,000,000) 
with the probability that we will reach $35,000,000,000. 
These summits are predicated on the assumptions that 
times will soon improve, that unemployment will disappear, 
the public revenues will increase and expenditures 
decrease. 


If the Emergency Lasts 


We have to consider, however, what will happen if the 
depression drags on and problems of relief and recovery 
remain as they are. Will taxation rates have to be in- 
creased? What if heavier taxes do not balance emergency 
expenditures and the budget deficit becomes chronic? Will 
it then be possible, taking political factors into considera- 
tion, to cut down the present volume of extraordinary ex- 
penditures? Will inflation then follow as the night follows 
the day? And if so will we be able to escape the chaos 
and thisery of the monetary inflation which ends in the 
dissolution of money values? 

At the best it appears that there is no escaping a long 
period of much increased taxation. Even if we stop the 
drain of the depression on national income when the Fed- 
eral debt reaches $35,000,000,000, taxes will be unbear- 
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tion in one form or another 
about $6,000,000,000 a year. 

Receipts in the last fiscal year were a trifle over $2,000,- 
000,000, total expenditures somewhat in excess of $5,140,- 
000,000, and the deficit about $3,000,000,000. 


The Deficit Rises 


In the first 35 days of the current fiscal year the deficit 
of all expenditures over receipts was $330,000,000, where- 
as last year the deficit for the corresponding period was 
only $71,000,000. Revenue collections are, in fact, run- 
ning behind even ordinary expenditures, although they are 
currently 40 per cent larger than last year. Of course, 
the budget anticipated a huge deficit this year, but it is 
now apparent that there will be no balance in 1935-36 
unless expenditures shall be decreased drastically and/or 
income greatly raised. 

Taxation is not a popular subject during an election 
campaign and Administration orators are asserting that 
there will be no increase of taxes at the next session of 
Congress; but Mr. Morgenthau, Secretary of the Treasury, 
will have something to say about that and he has a com- 
mittee of professional tax experts working on the problem 
of the least painful ways of extracting more tax money 
from the public. It goes without saying that every effort 
will be made to avoid an increase of normal income tax 
rates on the smaller incomes. The present rate is 4 per 
cent on all personal incomes above liberal personal and 
dependent exemptions. It will probably not be disturbed 
for income up to $4,000, and the surtax will not be im- 
posed on incomes of less than that amount. But exemp- 
tions may be reduced. 
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Be it remembered that three-fourths of the total personal 
income of the country is made up of incomes of $25,000 
and below, and that about 70 per cent of it is in incomes 
of $5,000 and under. No greater increase of personal income 
revenue can be attained unless the little fellow is raked 
hard. Notwithstanding good intentions and protestations, 
heavier taxes in the middle lower brackets, both normal 
and surtax, are likely unless a more agreeable substitute can 
be found. Corporation income taxes can hardly be raised 
at this time; and although soaking the rich may cause some 
social satisfaction it can not bring in much income, for the 
excellent reason that the rich are already soaked near to 
the limit, and the further reason that the total income of 
the rich minority does not afford a wide base for increased 
rates. 


Possible Sales Tax 


It would not be surprising if the Government turned 
to a sales tax, although Mr. Roosevelt once expressed with- 
ering scorn for such a tax. But a sales tax, which is a tax 
on consumption, has always been most unpopular in this 
country. 

This brings us to the cold fact that in a democracy there 
is a rather low limit to the amount of taxes that can be 
levied—-and to the other fact that at some point the col- 
lection of heavy taxes becomes impossible. It is commonly 
believed that such high personal income tax rates as pre- 
vail in England could not be legislated here, and that if 
they were, the people would evade or refuse to pay them. 
We have had recent experience in this country to prove 
that a law is no law if it does not meet with the acqui- 
escence if not the approval of the people. 

No increase of revenue from customs tariffs can be 
expected from increased rates, but there may be some 
expansion of revenue as a result of the lower duties which 
are expected to follow the reciprocal tariff revision negotia- 
tions. Something could be accomplished by putting a reve- 
nue tariff on the present free list, but this again would be 
easier said than done. The sugar tax and all the process: 
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ing taxes are causing dissatisfaction. Except by something 
in the line of a sales tax there does not seem to be much 
room for expansion of internal revenue. Already, as a 
result of liquor taxes and other additions, internal revenue 
is running well ahead of last year. But the high taxes and 
duties on liquors show in the revival of bootlegging. Always 
we are reminded that at some point increased tax rates 
defeat themselves; they curtail business or they are evaded 
or refused. Be it remembered, too, that taxes which would 
not be considered oppressive in times of prosperity, with 
the national income running up around $80,000,000,000 or 
$90,000,000,000, may be impossible on the short pay off 
of the present period. 

Taxes failing to equal the flow of the enormous rip 
tide of cash which rushes daily from the Treasury, the first 
resort is to continue borrowing. Here arise, or will eventu- 
ally arise, two stumbling blocks: 

(a) Lenders will balk or demand excessive interest 
rates. 

(b) Cheap money fanatics will say, Why give interest 
bearing notes and bonds printed on paper when govern- 
ment obligations can be met with cash printed on equally 
good paper? 

When a government cannot collect sufficient taxes or 
borrow sufficiently inflation is the only resort, if economic 
and political conditions are such that expenditures can- 
not be adequately cut down. Inflation amounts to com- 
pulsory lending. It compels the people to give their wealth 
to the Government; it is, in fact, confiscation, for that 
sort of a loan is never repaid. It is difficult to stop once 
it starts rising prices, for government costs automatically 
mount and demand still more printing press speed, and 
taxes collected on last year’s incomes are always behind this 
year’s prices. A budget becomes meaningless. 


How About Spending Less? 
If revenues and borrowing both fail us, it might not 


be a bad idea to consider whether our national 
policy of governmentally spending our way out of the 
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depression might not be revised and even abandoned. Of 
course, the unemployed must be taken care of but there 
is hoary experience here and abroad to prove that that can 
be done much less expensively than by trying to give a 
maximum number of people government jobs. It is quite 
impossible to give the ten million still unemployed places 
on the Government pay- 


say, that debased money would buy less per money unit. 
The price level rose in response to abandonment of the 
gold standard, but nothing happened when the Govern- 
ment said in effect that the foreign appraisal of the dollar 
was the official appraisal. Instead of a 60-cent dollar we 
have at least an 80-cent dollar at home. The recent per- 

mission to ship gold when 
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and help it. In fact 

business is getting so much coddling that it is more and 
more disposed to leave it all to Uncle Sam—and more and 
more parasitic. There is little to choose between the strik- 
ing C W A worker and the businessman who expects the 
Government to shield him from competition and plan him 
into prosperity. As somebody has said, it is getting so 
hat there are no longer people of capitalistic action. They 
vaunt their devotion to capitalism but they lean hard on 
government. They murmur at its castigation but adore its 
coddling. Proprietors and workers alike are being cor- 
rupted. It has been remarked of the N R A industries 
that they are willing to spend millions to regulate business 
through codes but not a cent to make it. 

It might be well now for the Government to get out 
of business and pension the idle, leaving all business jobs 
to business, at the same time declaring a moratorium on 
planning and its consequences. Of course, it must go 
through with much that has been started, but it could 
stop all further government expansion of public works. 
That is what it will have to do when the Treasury runs 
dry, and inflation will only delay the job and make it 
harder. Why not, then, start now and cut down expendi- 
tures at least a billion a year forthwith? If that doesn’t 
help the dynamics of the situation any it will at least 
seduce the chances of being dynamited by inflation. 


Philandering with Inflation 


We have already actually taken two steps which are 
inflationary. (1) By reducing the gold content of the 
doilar 40 per cent and seizing all the gold in the country 
the Treasury has a money profit of almost $3,000,000,000 
which might be mobilized into paper. (2) We have now 
embarked on a comparable program with regard to silver, 
and silver paper is actually being issued. 

It was expected that reducing the content of the dollar 
would result in a sharp rise in the general price level 
{stimulating business and lightening old debts), that is to 
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go except into govern: 
ment loans? An individual can, of course, buy outstand- 
ing stocks or bonds, but that merely changes their owner- 
ship, leaves the problem of the total surplus untouched. 
The excess bank reserves continue to increase, even 
though they are approaching $2,000,000,000. Cash to- 
day is no better than a government bond. A bond is 
simply a promise to pay back the same kind of mongrel 
money which the owner of surplus funds already has, but 
it has the interest advantage. There is no money in which 
wealth can be stored, as there was when we were on the 
gold standard; it is just as safe in a government promise to 
pay dubious money as it is in that money. Thus, pending 
a real business revival, it is argued that the Government 
will have no difficulty floating bonds to cover its deficits. 
But if business should revive revenues will flow in and the 
need for further borrowing will cease. Should confidence 
in bonds fall, it will also fall in money. 


Politics Gets Into Money 


But politics may compel inflation of the currency along 
the gold and silver paper route; the President may be 
forced to use his authority to issue $3,000,000,000 of 
greenbacks. Even that might not result in price inflation, 
for there would still be an enormous gold “backing” for all 
currency so far as the moral effect of a pile of untouchable 
gold in the Treasury goes. But the $3,000,000,000 would 
probably be only a starter, and so we might get currency 
inflation in a destructive degree while the Government 
was still in a position to finance by normal borrowing. At 
present, the danger of inflation is political rather than 
fiscal, but politically engineered inflation might easily go 
to the point where there would be a flight from the dollar 
into substantial wealth—and then, the Government being 
unable to borrow—fiscal necessity would compel further 
issues of greenbacks. At that point would start the vicious 
circle of more money to meet higher prices, which would 

(Please turn to page 5277) 
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Call to Action! 


Stockholders, Bond Investors, Savings Bank Depositors, Holders 
of Insurance Policies, Property Owners of all Kinds—Here Is 


the Chance to Organize for Protection of Individual Interests 


IG news, important news is here for those millions of 
B unorganized and inarticulate American citizens who 
with increasing apprehension have watched the de- 
velopment of disturbing and unsound governmental policies 
and the central government’s growing assumption of un- 
precedented regulatory powers affecting business, agricul- 
ture and legitimate property rights. 

From now on the fight is going to be out in the open— 
intelligently and energetically led, powerfully supported. 
It is going to be carried to the politicians and it is going 
to speak in the only language they know—the language ot 
votes. 

The organization is the American Liberty League, in- 
corporated in the District of Columbia. Its purpose is to 
rally Americans against the growing radicalism of the 
political elements now in power in this country and to 
protect the personal and property rights guaranteed by the 
letter and the spirit of the Constitution. 

The president .of this organization is Jouett Shouse, for- 
merly Assistant Secretary of the Treasury, and successful 
executive leader of the long fight to repeal Prohibition. 
The members of the executive committee thus far publicly 
named are Alfred E. Smith and John W. Davis, former 
Democratic Presidential candidates; Nathan L. Miller, 
former Republican Governor of the State of New York; 
James W. Wadsworth, former United States Senator; and 
Irenee du Pont, Delaware industrialist, who supported 
Franklin D. Roosevelt in 1932, but who has since dis- 
sented from many of the policies formulated by the New 
Deal after the election. 

These names indicate the non-partisan, though admit- 
tedly conservative, nature of the American Liberty League. 
The make-up of the full executive committtee—probably 
thirty men—is expected to be made public in the near 
future. It will include many 


every state. Both through large and small contributions, 
there will be a “war chest” adequate for all legitimate 
needs. The press, the radio and every other avenue of 
publicity will be widely and effectively utilized. 

This publication long has vigorously advocated that 
investors and other property owners organize themselves 
for mutual protection of their rights and their interests. 
Such need has existed in the past both in regard to the 
managerial policies of some corporations and in regard to 
public policy. 

We do not profess to know whether the bondholders” 
and stockholders’ divisions of the American Liberty League 
will prove the best possible form of investor organiza- 
tion. We do know, however, that the investors’ real 
danger today is not from the few managements which are 
less frank than they should be—since remedies in this 
regard are now provided by the listing and other require- 
ments of the Federal Securities and Exchange Commission— 
but in the field of government and politics. We do know,. 
also, that as a practical matter the Liberty League today 
appears to offer the investor the most effective available 
form of organization. 

Several months ago this publication gladly offered its 
active co-operation in a movement to organize investors 
for mutual protection under leadership volunteered by 
James W. Gerard, former United States Ambassador 
to Germany. The response from our readers was instant 
and impressive. Mr. Gerard felt it necessary to proceed 
with deliberation. 

We are frank to say that the American Liberty League 
now offers, in the nature of its backing, a more powerful 
and more active leadership than could have been had in 
the movement this publication formerly advocated. We, 
therefore, suggest that all readers interested in this matter 
give prompt support to the 
new organization. With the 





names prominent, powerful 





and respected in the fields of 
American business and indus- 
try. It is hoped to enroll fully 
5,000,000 members. Letters 
and telegrams seeking mem- 
bership are at this writing 
pouring in by the thousands 
from all sections of the 
country. 

The League will be divided 
into the following divisions or 
branches: Bondholders’ divi- 
sion; stockholders’ division; 
home owners’ division; savings 
depositors’ division; farmers’ 
division; labor’s division; and 
life insurance policy holders’ 
division. Outstanding men 
will lead each division. Or- 


The American Liberty League offers to in- 
vestors and others with a property stake in this 
country an outstanding opportunity for prompt 
and effective organization in mutual protec- 
tion against dangerous political tendencies. Its 
leadership is powerful and capable. 
before has such a movement been launched 
with greater promise of success. 
of organization will soon be made _ public 
through the press all over the country. We 
urge all investors to offer immediate support. 
It is their fight. It can be won. 


enthusiastic participation of 
even half of those citizens 
who unquestionably believe in 
the principles it is fighting for, 
it can not fail. 

Moreover, should it later 
prove desirable for bondhold- 
ers and stockholders to have 
their own independent organ- 
ization, they can through the 
American Liberty League 
establish a practical nucleus 
otherwise difficult to set up. 

We are not able at this time 
to give our readers the names 
or addresses of the executive 
officers to whom they should 
write or wire their support. 
These will probably be avail- 
— (Please turn to page 528) 
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France Sets Up a Frankenstein 


(First Hand Observations and Interpre- 


tations of the Fateful European Scene 


as Recently Surveyed by the Publisher 


of THE Macazinge oF WALL STREET) 


By C. G. Wycxorr and Joun D. C. WELDon 


HE war that bathed a = 
Europe in blood twenty 
years ago did not end 

when the weary combatants . 











ceased firing and set up the : : - 
armed and troubled “peace” RODUKTE AUS DER 


which hangs precariously over mM | ® E RVA 


the Continent today. 
OBST 


The clash of opposing na- 
=== |chensmie 





tional wills and of racial 
hatreds and frictions was 
merely transferred to another 
battle front—the economic 
and diplomatic front. Re- 
gardless of infinite cross-cur- 
rents in the crazy-quilt of 
European ambitions and ani- 
mosities, it remains today es- 
sentially what it has been from 
the first—a struggle to the 
death between Teuton and 
Latin; specifically, between 
Germany and France. 

Bloodless it may be, but not 
painless; forthe tidesof econom- 
ic warfare today are running 
strongly against Germany and 
her 60,000,000 people are 
being ground down still more 
abjectly in the poverty and 
frustration out of which have 
come a national inferiority 
complex, a patriotic psychosis, 
the Nazi movement and the demagogue, Adolph Hitler. 

Certainly French hegemony on this troubled Conti- 
nent is now ascendant, partly because 40,000,000 French- 
men are more nimble in the guileful arts of diplo- 
macy and international politics than 60,000,000 Ger- 
mans — but chiefly because the World War and _ the 
cruelly vengeful Treaty of Versailles established a com- 
munity of interest between France and a powerful group 
of “allies” in one notable respect—namely, a common de- 
sire to maintain the status quo of post-war Europe, to 
preserve the frontiers carved out by force of arms, to keep 
Germany in the impotent position of a vanquished foe, 
to block restoration of German hegemony over the 
Continent. 

It is on this common purpose and this alone that France, 
Great Britain, Italy, Russia, Belgium, Poland, Esthonia, 
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The Nazi Revolt Fails in Vienna Under Attack of 
Loyal Troops 





| 
ee 
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Latvia, Czecho-Slovakia, Hun- 
gary and Jugoslavia see eye 
to eye. 

A strange lot of bedfellows! 
The assorted Slavs, outnum- 
bering all others; the British, 
as Aryan as the Germans in- 
sistently claim to be; the Latin 
French and Italians. With 
what strange feelings must they 
watch each other, even in their 
common opposition to present 
German ambitions! Their own 
racial animosities and economic 
frictions have written bloody 
history for centuries in innu- 
merable wars, in endless in- 
trigue and counter-intrigue, in 
constantly shifting alignments 
—all in a perpetual jealous 
maneuvering for European po- 
sition and power, all with an 
ever-watchful eye to the Con- 
tinental balance of power. 

Ironical page of history that 
finds French hegemony  su- 
preme—these 40,000,000 
Frenchmen whose nation is _.v 
longer growing in population! 
It is not that Britain, Italy, 
Russia, and the rest have in any 
sense a natural unity of in- 
terest with France. It is merely 
that for the present they all fear Germany —the nerve- 
taut Germany of today, the Germany of national 
frustration and despair, the Germany of the mon- 
strous Hitler. 

And yet the present European powder keg, created by 
the war that “was to end all war,” is merely the horrible 
modern chapter of a twisting story of racial animosities 
that goes back to the dawn of civilization in Europe. From 
the days when Roman legions crossed the Rhine, from the 
later days when Teutonic hordes swept down over Rome, 
up through history to Napoleon; up to the guileful Talley- 
rand, busily setting the disjointed German states at odds 
among each other; up to the time of Bismarck, a unified 
Germany and the War of 1870; up to the heyday of the 
old gentleman who is now chopping wood at Doorn; up to 
the building of the mighty war machine that was unloosed 
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upon a startled world in 1914 by Ludendorf and the but 
lately deceased von Hindenburg—through it all, the ancient 
conflict of Teuton and Latin. 

And what of Britain? Today, as throughout the past, 
she watches anxiously and shrewdly over this inferno. More 
than once she has turned the Continental scales—in what- 
ever way her interests of the moment dictated; now for 
Teuton; now for Latin; but always—quite naturally—for 
Britain and against over-ambitious hegemony by any Con- 
tinental power. 

Here—up to now—have been the Big Three in Europe’s 
shifting balance of power. Italy, inferior in economic and 
naval defense, customarily waits to see which way the 
British cat (and the British navy) will jump, then jumps 
the same way. She did in 1915, though she had previously 
been treaty ally of Germany. 

Will it always be thus, this shifting balance of power 
between Teuton and Latin, with Britain the heaviest weight 
in the decision? The answer is that it probably will not be! 
For it is at this point that we come to the most momentous 
and significant chapter of European history that has been 
written since the World War and that continues to be 
written today—the slowly awakening consciousness of the 
Slav! 

Heading up to Russia’s 180,000,000, there are probably 
250,000,000 people of Slavic origin in Europe today—- 
Russians, Poles, Esthonians, Latvians, Lithuanians, Czechs, 
Slovenes, Croats, Serbians, Ruthenians, Magyars. 

Over the centuries all have been pushed around and 
stepped on by Teuton or Latin; by the British, the French 
or the German; and, indeed, by each other. Their own 
mutual animosities and economic frictions and their national 
patriotisms have throughout the past cut through and sub- 
merged the circumstance of a common racial origin. 


The Sleeping Giant 


It is still submerged in their consciousness today and they 
are in no real sense united. But it is a significant fact that 
the rearrangement of European territories and nationali- 
ties effected in the Treaty of Versailles removed many of 
the most glaring causes of friction as between various Slavic 
states and thus did more to advance Pan-Slav consciousness 
in a single generation than would otherwise have come about 
over a century or two. 

There are signs that 
the Slavic giant is be- 
ginning to awaken, 
to >waken slowly and 
grupingly. Part of 
him is already awake 
—Russia and Czecho- 
Slovakia. According 
to all disinterested 
and expert opinion, 
these two nations— 
if united—would to- 
day have a military 
might far superior to 
that of the Czarist 
army of 1914. 

It can not be with- 
out a certain misgiv- 
ing that Britain 
watches the widening 
activity of Russia in 
European diplomacy 
today, under the 
astute Litvinoff; and 
the slowly but surely 


for SEPTEMBER 1, 1934 


Wide World Photo 





Hitler Salutes the Marching Reichswehr 





increasing weight of Russia—spear-head of the Slavs—in 
Europe’s balance of power. 

There was a time not long ago when Germany assured 
the world that she constituted the European bulwark 
against Bolshevism. Today she widens the statement, and 
Hitler proclaims that the Fatherland is Europe's only sal- 
vation against the threat of future Slavic domination. 
There is more than a kernel of reality behind this bombast, 
although it will not impress the French as they welcome 
even the most unnatural allies in a frantic effort both to 
secure themselves against future German assault and to 
keep Germany prostrate within a hostile cordon—the so- 
called “iron ring.” 

Now there is this about a vengeful victory at arms, in 
economic warfare or in diplomacy: namely, that it aggra- 
vates the very frictions that ultimately and inevitably pro- 
duce another war of counter-revenge. And so it will prove 
with the French victory on all fronts. It is too complete 
and too perfect. It can hardly endure, any more than 
any previous combination of European powers has ever 
endured. 

In a very genuine sense, the French victory itself is a 
veritable Frankenstein which in time will threaten its 
creator. It need not have been thus. There was an open- 
ing for conciliation with the Germany of the Republic 
and of Luther and Stresemann. It would have been pos- 
sible to make concessions—which later were forced—and 
to lift the more onerous burdens imposed by the Treaty of 
Versailles. But French public opinion would not have it 
and French statesmen chose the way of the iron fist. 





The Fires of Hatred 


Today there can be no conciliation, for the fires of fear 
and hatred burn too fiercely. The 60,000,000 Germans, 
no matter how impoverished in the struggle for economic 
existence, will continue to live—their natural abilities in 
science, industry and trade only sharpened under the biting 
spur of necessity—and will continue to await “The Day” 
—the day when they are again powerful enough to crush 
40,000,000 Frenchmen; the day, perhaps, when France no 
longer has the support, tacit or open, of all other European 
powers. 

And there is another aspect of this German Franken- 
stein, secured in 
chains though it may 
presently be; and that 
is that the over-all] 
economic structure of 
Europe is so unstable 
that no nation can 
afford the complete 
economic destruction 
of a power as impor- 
tant to world trade 
and world finance as 
Germany. It was the 
Austrian and German 
financial smash in 
1931 that plunged 
England off the gold 
standard and acutely 
aggravated world de- 
pression and_ panic. 
Despite her gold 
hoard, the economic 
and political status 
of France today is 
far from secure. In- 
ternally and _ exter- 
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nally, her trade is declining. Her people are dissatisfied, 
are sick of the futile tactics of her politicians and are 
clamoring—as has virtually every other people in recent 
years—for a strong executive government. 

Nationalistic though she may be, it is inconceivable that 
she is sufficiently insulated to stand immune, either eco- 
nomically or politically, in the event either of a German 
economic collapse or of further deflationary pressure upon 
her economy resulting from the inflationary policies of 
Britain and America. 

What will the future hold? Probably no major war in 
the near future, unless, as may be faintly possible, it should 
be a war of quite insane desperation begun by a Germany 
as yet inadequately prepared. But certainly and inevitably 
a continuing clash of national wills between Teuton and 
Latin, ultimately resulting—despite all opposition—in a 
resurgent Germany; a Germany embracing the present 
Austria, whose people, despite treaty fictions, are bound to 
Germany by both racial and economic ties. 

But what beyond this in the still more distant future? 
Short-sighted diplomacy is not confined to the French. In 
diplomacy the Germans are notorious and incredible blun- 
derers. Witness the strange fact that they are now busily 
engaged in rubbing the fur of the Russian Bear the wrong 
way! 


Slav Against Teuton 


Meanwhile the French are playing the Slavic Giant 
against the Teuton. Possibly it would have been vain for 
the Teuton to attempt the reverse and play the Slav against 
the Latin, but it is almost incredible that an effort at least 
was not made in time—especially since Russia heretofore 
has been a promising German customer. 

And so, French and Germans and British maneuver 
among themselves in the apparent assumption that the 
Slavs will ever play the secondary role, though temporarily 
allied to the French cause. Would it be fantastic to con- 
jecture that the history now being slowly ground out will 
sometime in the distant years ahead produce a wholly new 
European alignment—an almost irresistible alignment of 
250,000,000 Slavs, against which hostile Teutons and 
Latins (no doubt with the support of the British) would 
have to submerge their mutual animosities in common 
defense against a Slavic force more powerful than Teuton 
or Latin, possibly more powerful than the Germans, French 
and British combined? 
History has wrought 
stranger things than 
this! 

Present realities, 
however, are sufh- 
ciently disturbing: 
and it is in the imme- 
diate present that the 
entire world gazes ap- 
prehensively, almost 
with bated breath, at 
Germany and Austria 
—sore spots of Mid- 
dle Europe, each 
straining every nerve 
in a struggle for eco- 
nomic survival. 

To understand the 
present position of 
Germany, it is neces- 
sary to analyze cer- 
tain fundamentals of 
her economy and to 
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French Soldiers Disperse Paris Mobs 


clear away some misconceptions. Her present difficulties 
are not due in any vital sense to loss of her colonies or to 
loss of coal and iron supplies in Lorraine and Silesia. Her 
colonies, while important, were in no measure the back- 
bone of her economy. As for coal and iron, she still has 
enough and does not have to buy them from the world. 


The German Economic Position 


Also, a favorable balance of foreign trade—contrary to 
popular impression—is not essential to her in itself. The 
vital fact is that she lacks various raw materials, absolutely 
essential to her domestic economy, and can only obtain 
them abroad—in the absence of credit—by trading her own 
products for them. It is thus that Germany is normally 
the third most important trading nation in the world. In 
short, essential imports are the significant side of her for- 
eign trade equation. Exports must be sufficient to pay 
for them. 

A few statistics will bear out this point. Germany has 
to import all of her cotton and silk, 91 per cent of her 
wool, 63 per cent of her flax and even certain foreign 
woods for her rayon. She has to import almost all of her 
copper and most of her lead and zinc. Imagine a great 
industrial nation trying to live without these basic products! 

In the light of these figures the recent statement to 
the foreign press by Dr. Hjalmar Schacht, president of 
the Reichsbank and Acting Minister of Economics in the 
Hitler Cabinet, that Germany exports only 10 per cent 
of her production and needs only “an insignificant supply” 
of material from abroad is either a matter of whistling 
in the dark or merely another example of the aplomb with 
which the German official mind distorts the truth when 
talking for public consumption. As a matter of fact, in 
1932 Germany exported 26 per cent of her production to 
obtain such “insignificant” supplies as cotton, wool, copper, 
flax, etc., and according to recent figures, is exporting 14 
per cent of her production, rather than 10 per cent. 

Now it is obvious that any country whose domestic 
economy is importantly dependent on foreign supplies must 
necessarily find itself in a weak position in a world wherein 
ever since the war every other major country has followed 
increasingly nationalistic policies, where every nation has 
sought the maximum degree of self-sufficiency, where 
tariffs, quotas and other trade barriers have mounted ever 
higher, and where currency depreciation by the sterling 
bloc, by Japan and 
by the United States 
has put a_ terrific 
pressure on the price 
and _ business struc- 
tures of gold stand- 
ard countries, includ- 
ing that of Germany. 

This is to say, in 
, short, that of the four 
most important trad- 
ing and industrial na- 
tions—Great Britain, 
the United States, 
Germany and Japan 
—Germany is by far 
in the weakest posi- 
tion, for reasons in- 
herent in her econ- 
omy. 

Why did she not 
feel the pinch sooner? 
(Pleave turn to 
page 524) 
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Net Income Fails to Keep Pace 
With Larger Gross 


How Normal a Recovery Can There Be with This Sig- 
nificant Difference Between the Present and Past Uptutns? 


By J. C. Crrrrorp 




















MONG the l raw materials, for 
A phenomena |} ' - : some it is taxes, 
of emer || Examples of Decreasing Profit Margins for others it is 
gence from de | First half 1933 First half 1934 % gain % gain the general cost 
pressions of the Gross Net ross Net in gross in net of doing business 
past has been a || Am. Writing Paper $1,957,860 $239,965 loss $2,837,514 $269,774 loss 19.4 13.4L that has caused 
clearly defined Am. Zinc......... 2,872,199 124,115 loss 8,794,354 «175,758 loss 17.8 41.61 the trouble. Yet 
tendency for cor- Chrysler......... 114,771,203 4,747,534 231,103,779 8,192,084 101.4 72.6 others, beset by 
porate profits to Con. Gas of N. ¥.. 117,340,309 31,446,537 116,847,223 22,904,186 4— 27.2D one or a combina- 
rise faster than Endicott-Johnson*. 18,765,537 855,184 26,820,899 889,459 42.9 4.0 tion of these fac- 
the increase in General Motors... $11,954,474 48,068,176 508,531,153 69,586,613 63.0 44.8 tors have found 
gross business. It Kimberly Clark... 6,832,763 311,511 8,151,471 250,231 28.7 19.7D themselves not 
was this that was Marshall Field.... 35,994,500 2,875,400 loss 45,279,800 1,907,000 loss 25.8 19.7 even possessed of 
generally consid- National Lead.... 19,492,619 1,698,352 29,380,628 2,066,755 60.7 = 21.7 a larger gross to 
ered to give an_ |] Scott Paper....... 3,833,091 383,667 4,521,355 419,171 18.0 9.3 act as an offset- 
incipient recovery |} Simmons Co...... 10,239,160 310,917 loss 12,316,321 697,281 loss 20.3 124.81 ting factor to 
its momentum. || U.S. Freight..... 12,754,483 244,692 16,301,530 164,092 27.8 $2.9D mounting costs. 
With profits ris- || Vulcan Detinning. 764,319 94,996 1,807,814 158,259 136.5 66.6 In other words, 
ing faster than || Western Dairy.... 5,639,056 177,143 loss 6,237,786 173,571 loss 12.6 2.1 while most com- 
the increase in *Six months ended May. D Decrease in profits. L Increase in loss. panies can com- 
business, new en- plain that their 
~ profit margins are 








terprises were 
promoted and old 
ones enlarged and this activity added very materially to the 
upward spiral. Indeed, many have contended that such 
a demand for producers’ goods, generated by the vista of 
profits, was the heart and soul of the whole recovery. 

In the improvement that has taken place over the past 
year or so, however, profits have gained less than might 
have been logically expected from the increase in busi- 
ness activity. Also, it is to be noted that in most cases 
where gross has failed to register a material increase, net 
has fallen drastically; the public utilities being typical of 
this condition. It is a fact, moreover, that the heavy in- 
dustries, despite great efforts on the part of the Govern- 
ment to stimulate them, are still for all intents and pur- 
poses flat on their backs. Could it be said that the slack- 
ness in the heavy industries follows automatically on the 
failure of profits to gain as they should? If so, and pro- 
vided that profits continue to lag, our further progress 
from this point must necessarily be an entirely different 
kind of progress from that of the past. 

This, however, opens up a field of discussion which is 
beyond the scope of this article. The point to be noted 
here is merely that profits have failed to keep pace with 
the increase in gross, and that the reason for this curious 
difference between present and past recovery movements 
is that, in the former, costs have outrun the business im- 
provement. For some companies it is the cost of labor and 
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being lowered on 
an increased volume of business, there are others, the utili- 
ties, whose complaint is that their profit margin is not only 
smaller, but that their busi:.ess volume is also less, or at 
least stationary. 

There will be found above a small diverse list of compa- 
nies illustrating how a gain in dollar volume between the 
first half of this year and the first half of 1933 has failed 
to find full reflection in profits. Many scores of companies 
known to be eligible for this list because of statements 
made by their managements could not be given a place 
owing to a lack of detailed figures, usually gross income. 
Even the ones that have been given, however, illustrate the 
point sufficiently well. 

An interesting study could be made of the specific cost 
items that most affected the different companies. In the 
case of Chrysler, it was the increase in administrative, sell- 
ing, advertising and service cost, rather than an increase in 
labor and raw materials—although these, of course, were 
up, too—that caused the company’s profit margin to de- 
cline. In the second quarter of this year, Chrysler re- 
ported a net profit which averaged about $22 a vehicle, 
compared with the average of about $49 in the second 
quarter of 1933. In the case of Consolidated Gas of New 
York, on the other hand, it was increased labor costs 
brought about by NRA, increased material costs, and 

(Please turn to page 525) 
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Significant Foreign Events 


By Gerorcr BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Belgium 


The government in Belgium is en- 
countering extreme difficulties in coping 
with the economic depression. Parlia- 
ment was unable to handle the situa- 
tion, or at least feared to take whatever 
measures might be necessary to ameli- 
orate conditions, so adopting the line 
of least resistance, it granted the gov- 
ernment extraordinary powers for re- 
trenchment purposes during the period 
of the next six months. Present policy 
seems to include a reduction of wages 
simultaneously with an inflation of 
spending—two aims ostensibly con- 
tradictory. This program is rendered 
increasingly difficult when consideration is taken of the 
fact that June taxes were one hundred million francs be- 
low last year. 

The commercial balance is not statistically alarming, 
showing a deficit of one hundred and five million francs 
for the first six months as compared to nearly 481,000,000 
francs during the corresponding period of 1933. In this 
interval, the total value of foreign trade was reduced by 4.8 
per cent, that of exports 1.9 per cent and imports 6.69 per 
cent. Since Belgian industry is dependent on export outlets 
for approximately 50 per cent of its production, the con- 
sistent curtailment of foreign markets has proved a heavy 
strain on the national economy. 

Perhaps the most serious element in the Belgian situation 
is the number of sick industries, which have been nursed 
along by the politically powerful Société Générale. Conse- 
quently, in order to relieve the excessive financial charges 
of the country, the government has evolved a plan for the 
extension of credit to industry, by issuing 4% per cent 
treasury bonds to liquidate frozen bank credits. The in- 
terested bank will receive 3 per cent interest. In sub- 
stance, the new system closely resembles in function that 
of the Reconstruction Finance Corporation and its per- 
manent effectiveness will depend, as will depend the gen- 
eral economic recovery of Belgium, on the amelioration of 
world conditions. 

At the present time, conditions in Belgium as well as 
in Holland are extremely critical. With lowered purchas- 
ing power, reduced fiscal revenues and glutted export mar- 
kets, it is dificult to foresee how the government can finance 
industry and maintain the support of the agricultural class, 
without resorting to inflation in one form or another. Mr. 
Franki, former savior of the Belgian franc, has just re- 
turned from the United States and, according to his recent 
press declarations, seems to have been totally won over by 
the Roosevelt experiment. 

In the meantime, negotiations are progressing in Wash- 
ington for the conclusion of one of the trade accords, which 
Mr. Hull apparently is making a salient feature of his for- 
eign policy. The Belgian market has always been a profit- 
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able one for American automobiles, and 
it is conceivable that Belgium would 
lower the exorbitant present tariff in 
exchange for reciprocal concessions on 
cement, glass and bulbs. 


* x *€ 


The Gold Bloc 


The maintenance of the hypothetical 
gold bloc is becoming increasingly diffi- 
cult and financial observers are specu- 
lating as to how long France will con- 
sider it feasible to carry along her 
weaker sisters, Holland, Belgium and 
Switzerland. France, so far, has failed 
to profit by her higher franc purchas- 
ing power, as witnessed by the recent shutdown of 
the Roubaix-Tourcoing combing mills, which operate 
on low-priced Australian wool, and it is inconceivable 
that she can manipulate a policy of price deflation 
and, at the same time, continue the stringent limita- 
tion of imports. 

Since France exports only 20 per cent of her industrial 
production, a self-contained economy can be longer per- 
petuated than in the majority of countries. Furthermore, 
from a statistical standpoint, the Banque de France is in a 
state of unprecedented stability with a gold ratio against 
currency circulation of over 98 per cent and approximately 
80 per cent coverage against total sight obligations. How- 
ever, the Banque de France’s financial statements have too 
frequently been taken as a general index of the economic 
status of the country and misrepresent actual monetary and 
political conditions. 

While revenues have been consistently declining, auto- 
matic increases in budgetary appropriations voted in pre- 
vious years must be reckoned with during the approaching 
parliamentary session. Whereas the official government 
outlay for the new extensive public works program is said 
to be only 180 million francs, expenditures from the Social 
Insurance funds and indirect sources will provide an addi- 
tional drain on the Treasury. The unanticipated under- 
subscription of the recent bond issue reflects a general lack 
of confidence in the government’s long term solvency. Ac- 
cording to advices from the Quai d’Orsay, the government 
has been attentively watching successive developments in 
the United States before embarking on any inflationary 
program. The fact that the French franc has already been 
devaluated with its vivid effect on public opinion, by no 
means precludes a duplication of this monetary move. In- 
flation in France would be gradual and controlled, prob- 
ably commencing with the liquidation of five billion francs 
in gold held by the Banque de France and the bottom level 
of currency depreciation, according to reliable financial 
opinion, would not exceed at a maximum 20 per cent. It is 
stated that if the pound sterling, following dollar fluctua- 
tions, should fall to a point below 74.50, economic expe- 
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diencies would justify the inception of the modified in- 
flationary program so long contemplated. 


* * * 


Switzerland 


Perhaps the weakest element in the Gold Bloc at the 
present moment is Switzerland, dependent for livelihood on 
a non-existent tourist traffic. Her few export industries 
have been strained to the breaking point, with the result 
that in Zurich and Geneva, socialistic riots have become 
the order of the day. Subject to Nazi agitation on the 
one hand and Fascist influence on the other, Switzerland 
has developed into an armed camp. 


* *e * 


Saar 


Geographically adjacent lies the territory of the Saar. 
Nazi activities in this region during recent months have 
engendered sufficient alarm to warrant an increase of the 
gendarmerie by recruiting additional international police to 
bring the total strength to two thousand. There is no 
doubt of the importance which Hitler Germany attaches 
to the results of the next plebiscite, and the momentous 
importance of this approaching event is frequently under- 
emphasized in international political publicity. In the first 
place, the mines of this territory constitute a revenue of 
several hundred million francs for French account, while 
at this stage, there seems no doubt that the autonomist vote 
in 1935 will result in favor of Germany. France, however, 
assumes responsibility for what she terms “la liberté sar- 
roise’” and according to the treaty of Versailles, is guaran- 
teed an equitable payment for industrial property acceded. 
In theory, France pits her faith, with justifiable reserva- 
tions, on the prestige of the League of Nations as the 
pivot of international politics on the Saar question. If 
the League proves powerless to dominate the situation in 
the face of the adamant German stand anticipated, a dead- 
lock of serious consequences may logically ensue. 


* * * 


Germany 


Across the frontier, in Germany, broad changes are in 
progress. Capitalism slightly battered and somewhat altered 
is on the rise. In the 
social domain, mea- 
sures taken by the Nazi 
regime to conciliate the 
working class and the 
agricultural class have 
progressively been abol- 
ished. Industrialists re- 
fuse to support the 
heavy expenses of un- 
employment relief. In- 
dicative of the sweep- 
ing transitions which 
are taking place, is the 
resignation of Krupp 
von Bohlen, as the 
president of the na- 
tional union of German 
industry, a gesture fol- 
lowed by the resigna- 
tion of Thyssen von 
Barsig, head of the 
electrical group. These 
manifestations demand 
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The Harbor at Antwerp, Belgium 


the abolition of state control over labor and salaries and 
especially the abandonment of the existing policy of aut- 
archy which precipitates the ruin of German industry. 
The trend toward a revival of modified capitalism, is clearly 
apparent, for the reason that the German metallurgical, 
chemical and armament industries are necessarily linked 
with international enterprise. 

Whether or not the forces at work will be sufficiently 
powerful to effectively check the unbridled ambition of the 
Fuehrer is not predictable, at this particular stage of political 
unrest, but the fact remains irrefutable that Hitler will be 
subject to more sober and restrained influences in connec- 
tion with German foreign policy. 

The eternal equation between political palliatives and the 
basic needs of the population constitutes the crux of the 
German problem. The appointment of Dr. Schacht, as 
Minister of Economy, is expected to arrest harmful govern- 
mental intervention in economic enterprise. Dr. Schacht’s 
assertions, however, that mark devaluation is not intended, 
must not be taken at face value, for the reason that many of 
his previous declarations have proved wily deceptions for 
the accomplishment of strategic ends. 

In this respect, foreign trade outlets, recently forcibly 
demanded by Hamburg commercial interests, coupled with 
the dire necessity of raw material imports, may conceivably 
force a more liberal foreign trade policy. 

The seriousness of the situation is revealed by the inclu- 
sion of the following indicative figures. Germany’s favor- 
able foreign trade balance has consistently diminished from 
1931 to 1933. In 1934, the commercial balance shows a 
deficit, except for the month of March. In fact, the total 
deficit for the first five months of the year amounted to 
427,000,000 marks, while gold reserves against outstanding 
obligations, although increased slightly during the past 


few months, now stand at only 2.2 per cent. 


* oe O* 


Foreign Investment 


In spite of rumors to the contrary the uncertainty of the 
current European situation has not stimulated a flight of 
capital of any magnitude for investment in the United 
States. The silver move of the President, moreover, had 
negligible effect on dollar exchange and, according to reli- 
able banking opinion, the possibility of concluding an inter- 
national accord universally utilizing silver as a secondary 
metallic reserve, is con- 
sidered remote. 

Outside of Holland 
and Spain, not taking 
into account recalci- 
trant Russia, silver is 
a question of negligible 
import in Europe. 
Consequently, in spite 
of widely accepted con- 
viction of inflationary 
developments in the 
United States, the dol- 
lar has been able to 
hold its own, but ac- 
cording to brokers in 
Amsterdam, Brussels 
and Paris, a decline of 
the dollar to fifty cents 
would attract a signifi- 
cant influx of foreign 
capital for investment 

(Please turn to 
page 527) 
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Clarifying Important Issues 


What Will the Supreme Court Say? 


Inflation via Silver 


Banks Hold the Bag 


What Will the Supreme Court Say? 


the Roosevelt Administration is now making its tor- 

tuous way through the Federal District and Circuit 
courts, and several important cases will reach the United 
States Supreme Court for final and absolute decision at that 
august body’s autumn term. 

It is a Constitutional show-down that vital parts of the 
New Deal are headed for—a show-down for N R A and 
A AA, for processing taxes, for Federal control of oil pro- 
duction, for the collective bargaining clause of the Recovery 
Act and the interpretation thereof; for the nationalization 
of gold and Congressional abolition of the gold clause. 

We live—at least in theory—under a government of 
laws, rather than of men; and all laws are subject to the 
sacred Constitution. Ah, yes! But men write the laws, 
administer them, interpret them—mortal men. And even 
the insulated impartiality and stern justice of the Supreme 
Court itself can scarcely be immune to changed or changing 
public convictions and necessities. Collectively speaking, 
the Supreme Court has an elastic mind. It has changed 
it more than once over the decades of American history; 
and has thus made the Constitution itself elastic, as, indeed, 
it should be. 

Moreover, the nine old gentlemen of the Supreme Court 
naturally differ considerably among themselves in philoso- 
phical leanings and, therefore, in interpretations of the 
basic law. That is why we have, not infrequently, five-to- 
four decisions on important cases. With the present divi- 
sion of “liberal” and “conservative” justices, two middle- 
of-the-road minds—those of Chief Justice Hughes and 
Justice Stone—may conceivably determine the Court's yes 
or no for much that the New Deal has done. 

The Administration, having all to lose and little to gain, 
has been loath to approach this show-down; and its legal 
representatives have resorted to the usual tricks of the 
lawyer trade to delay final adjudication of vital cases. 

Yet in the lower courts, District and Circuit, the Gov- 
ernment has won the great majority of significant cases. 


| ITIGATION involving various actions and agencies of 


Such courts may or may not be more responsive to the flux 
of public conviction than the Supreme Court. 

In a straight issue of Constitutionality, it is difficult for 
the lay mind to envision a remote possibility of success for 
plaintiffs who would undo the Government’s monetary 
changes. The Constitution expressly places full regulatory 
power over our money in the hands of Congress. 

As to the NR Aand AA A cases, the Administration’s 
claim of justifying public emergency is the real nub of the 
issue. ‘The lower courts have generally recognized this 
claim. In cases involving the Minnesota mortgage mora- 
torium and New York State’s control of the price of milk, 
the Supreme Court itself has accepted the “emergency” 
plea. 

Logically, public emergency must weigh strongly in squar- 
ing extraordinary legislation with the Constitution, which, 
as we have said, is elastic. Yet precisely here we come to 
a nice problem. Just what constitutes a public emergency? 
Is there any way of measuring it except as a matter of 
opinion, wherein many—including Supreme Court Justices 
—will differ? 

Suppose, moreover, that the Administration’s own emer- 
gency policies are of such nature that they tend to prolong 
the emergency. This is, in fact, true right now. What 
then? Will emergency New Deal policies give us a per- 
manent emergency, and thereby a continued valid defense 
against the Constitutional attack of plaintiffs who feel their 
rights have been violated? 

Such is the possibility. In the public mind, we have had 
an “emetgency” ever since the crash of 1929—a matter of 
five years. If it be measured in terms of economic activity 
and employment, there is no evidence that this emergency 
will soon end. 

Whether the Supreme Court will tell us just how long 
an Administration is entitled to resort to the “emergency” 
claim in the exercise of powers not specifically conferred by 
the majority of voters remains to be seen. It probably will 
not. 





heifhasio 


HESE new silver certificates that the Government is 
issuing—what are they, and is it “inflation”? There 
has been considerable misunderstanding of these 

questions, the doubt in regard to what the certificates are 
being the natural result of ambiguous Treasury statements. 
It was announced that against 62,000,000 ounces of free 
silver held by the Treasury prior to the Silver Purchase Act 
—which incidentally cost less than $50,000,000—there 
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via Silver 


would be issued about $80,000,000 in certificates on the 
basis of $1.29 an ounce. On the other hand, against silver 
bought subsequent to the Silver Purchase Act, certificates 
were only to be issued to the extent of the purchase price. 
Some took this to mean that the first series of certificates 
would be inferior to later series because the former would 
possess a smaller metallic backing. This, however, is not so. 
What the Treasury means is that against its old holdings 
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of silver it is going to issue certificates on the basis of $1.29 
an ounce and to the full extent permitted, but that against 
silver subsequently acquired, certificates, while they still 
will be issued on the basis of $1.29 an ounce, will for the 
time being only be issued to the extent of the metal’s pur- 
chase price. 

Although the latest silver developments do not in them- 
selves constitute “inflation” (no single monetary move ever 
does: inflation is the result of a series of inflationary moves) 
they are certainly another step in this direction. That this 
is so, is quite clear in regard to the first part, the issuance 
of $80,000,000 in notes against metal currently worth in 
world markets less than half this sum. But the inflationary 
aspect of the second part, the issuance of notes only to the 
extent of the metal’s purchase price, may possibly be less 
clear. This also, however, will be seen to be an inflationary 
step when it is realized that silver so far as the vastly 
greater part of the world’s business—business, not popula- 
tion—is concerned is nothing more than a commodity. The 
Government of the United States might just as well have 
bought up huge stocks of lead or copper and issued notes 
against these metals to the extent of price that the Govern- 
ment itself had artificially marked up. 

The whole of the latest silver developments, therefore, 
are inflationary in character. Nevertheless—and this may 
seem a curious contradiction—all that has been done so far 
and all that is likely to be done in the near future may have 
little, if any, inflationary effect. To understand this, it is 
necessary to turn to the mechanics of issuing the silver cer- 
tificates. Having printed them, the Treasury deposits the 
certificates to its credit with the Federal Reserve banks and 
draws on them to pay bills like any other depositor. When, 
however, the bank is called upon for currency, instead of 
turning over to its customer its own obligations, Federal 
Reserve Notes, it will, so long as it holds any, turn over the 
rew silver certificates. In other words, there will be a 





tendency for these certificates to replace Federal Reserve 
Notes and to the extent that one form of money is merely 
being replaced with another form of money there is, of 
course, no inflation. 

There is, however, yet another aspect of the silver pro- 
gram on which this country apparently has embarked. It 


is an international aspect. If we really intend that our 
metallic monetary reserves shall be 25 per cent silver and 
75 per cent gold, it has been estimated that the Government 
will have to purchase some 1,300,000,000 ounces of silver. 
Of this, by far the greater part, possibly 1,000,000,000 
ounces will have to come from abroad and, unless the pro- 
gram should be carried out very slowly, the purchase of so 
much silver undoubtedly would further put up the world 
price. It might possibly cost us $1,000,000,000, or an 
average price of $1 an ounce. Now, currently, our favor- 
able balance of trade is small, perhaps about $200,000,000 a 
year. How then are we to obtain our silver, if we want 
it rapidly? There are three ways: (1) By increasing com- 
modity exports faster than commodity imports; (2) By 
foreign nations, now in default on dollar obligations, resum- 
ing payment—which, of course, would amount to direct 
payment in silver, or (3) By the export of gold. 

None of these methods of payment appear to be partic- 
ularly desirable. In the case of the first one, we exchange 
perfectly good, useful commodities for something which, 
while it may be good, is anything but useful in the sense 
that food and machinery are useful. In the second case, 
we obtain silver in payment of past exports of perfectly 
good commodities, and supposedly it is better than nothing. 
While in the third case, although it is probably desirable 
that there should be some re-distribution of our excessive 
gold holdings, there are objections on general principles to 
exchanging the world’s recognized standard of value for a 
metal which is really base so far as the important world of 
trade and industry is concerned. 


Banks Hold the Bag 


\ ITH more than one-third of the total loans and in- 
r \/ 


vestments of reporting member banks represented 
by United States Government securities, it is high 
time to ask whether the country’s banking structure is 
tor the purpose of receiving private deposits and lending 
them to private industry, or whether it is for the purpose 


“cf receiving private deposits and lending them to the Gov- 


ernment. There were admittedly dangers and abuses in the 
old system, but is the new any less hazardous to the welfare 
of the country as a whole? During the past year or so at 
least 50 per cent of all Government issues have been ac- 
quired by banks. What would happen should the banks 
desire to sell any large amount of their holdings of govern- 
ments, on which the return verges on the negligible, in order 
to employ their assets more profitably? 

Such a situation would call for artificial support of the 
most vigorous type from the Government’s own agencies, 
of which there was a sample only the other day when the 
market broke on the news of silver nationalization. Should 
any such selling on the part of banks and other institutions 
be intense enough, it would, of course, drive us headlong 
into inflation. In other words the Government would have 
to buy its own printing-press bonds with its own printing- 
press money; or putting the matter still another way, the 
Government has already spent the money and it is up to 
some one—mainly the banks—to find it, else have it taken 
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away forcibly by way of the disguised levy that is inflation. 

In order to minimze as much as possible the dangers in- 
herent in the absorption of the country’s banking deposits by 
Government borrowing, it is proposed now to effect a drive 
for the purpose of obtaining wide distribution of Federal 
securities. It would seem, however, that this at the best 
must be attended with only moderate success. In the first 
place, whether we like to admit it or not, that part of the 
public with a little money is worried about currency depre- 
ciation and what would happen to a holder of Government 
bonds in the event that it takes place. Nor is this public any 
more likely to buy such securities though, because of this 
action, it tends to bring on the thing that is feared. In the 
second place, there is the practical aspect that the present 
return on governments is much smaller than can be obtained 
elsewhere and that the compensatory feature of tax exemp- 
tion is of little, if any, value to the average individual. Such 
a practical aspect can only be offset by a great general patri- 
otic fervour such as is seen during a war and of which now 
there is not the slightest sign. 

It would seem therefore that the best way to render 
harmless the keg of gunpowder on which the country now 
sits were not to introduce a sheet of tin between the keg 
and the seat, but to remove the keg altogether. And this 
can only be done by a budget balanced by taxation or re- 
cuced expenditures. 
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Happening in Washington 


py E. &. T. 


Silver has everybody here mystified. 
After circling around the authority to 
nationalize silver at home and buy it 
abroad as if it were a time-bomb the 
Administration seems to have picked 
it up and looked inside—and found 
something that it liked. And that 1s 
said to be a door to world-wide infla- 
tion. This business of a home-made 
and home-kept inflation of prices has 
been found to have its drawbacks. No- 
bedy knows just what is going on, but 
with a secret gold fund of $1,800,000,- 
000 to play with at will there can be 
a lot of going on before it is discovered. 

Probably the Warren bootstrap 
theory is now being applied to sil- 
ver in the hope that inflation of prices can be brought 
about. 


Modernizing houses at 5 per cent interest charges 
turns out to be a myth. The Housing Administration 1s 
breaking the news to the public that the borrower will 
pay nearer 10 per cent. This will be stirring news for the 
banks and will give finance corporations a chance to do 
business. The banks collect their nominal 5 per cent in 
advance—discount—and the borrower gets, say $950 in- 
stead of the thousand dollars for which his note reads. 

At that, it is claimed that the housing money will 
be the cheapest known to consumer credit and install- 
ment financing. 


Commodity Credit Corporation is in great glee 
these days. Its corn and cotton loans are all to the good, 
with the rise in prices of those products, and the farmers 
are rushing to take up their notes. Moreover, in the case 
of corn the collateral grain was sealed in cribs on the farms. 
It is right where it is needed for feed—and at pre-drought 
prices to the farmers when cheap corn means a lot in view 
of advancing hog prices. Farmers who borrowed can take 
their corn out of hock instead of having to buy it from 
speculators at fancy prices. At the beginning of August 
there were 226,000,000 bushels of this corn-loan corn on 
the farms. Cotton borrowers have made a pretty profit. 
Local banks came in for some welcome business, as the 
preliminary transactions were all made through them. 

Big city banks had a chance to cut in on the busi- 
ness through their correspondents but were too snooty 
about the security. Now they're trying to hang the 
blame on somebody. 


Roosevelt, Washington has decided, is now definitely 
with the left wing, at least until after the elections. At 
the same time he has sent Governor Black, resigned, of the 
Federal Reserve Board out on the road to square the Ad- 
ministration with the banks. Black was the original dyed- 
in-the-wool deflationist, and he has had a hard time play- 
ing the Administration’s inflation game. It is figured that 
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he will be able to get up on the blind 
side of the hard-shell bankers and en- 
lighten them as to modern ideas of 
finance. One of his jobs will be to 
point out to the bankers that the kind 
of money we have nowadays is as well 
lent as kept. 

It will go up or down whether 
in the vaults or in loans. Besides, 
bank credit can turn next to noth- 
ing into something, that is, money. 
And whether you like our present 
paper money or not, there is no 
other, except under lock and key 
in the Treasury. 


White House reports are that the 
President is very happy. He is represented as feeling that 
he is getting all the worth while breaks and that good 
times are right at the corner. Even the terrible drought 
calamity has a silver lining, with total farm income figured 
as well above what it was last year. 

In respect of criticism of the Administration, the 
President's aides get it all and he gets the cheers. 
Washington correspondents who were with the Presi- 
dent in the West say that his popularity knows no 
bounds. 


PW A has allocated all of its $3,700,000,000 and is 
cleaned out except for cancellations and the cash it can 
get out of the R F C in return for the pledge of the bonds 
it has taken for public loans. But that borrowed cash can 
not go into grants—it can be used only for straight loans. 
Mr. Ickes proudly proclaims that about $40,000,000 a 
week of his dispensed money is now going out every week 
for labor and materials. Ten weeks of that is as much as 
some wheat crops have grossed the farmers. We're doing 
a big business on the national “consumer credit” plan. 

Installment buying helped swell the boom of the 
twenties; maybe this governmental adaptation of it will 
help bring a new boom. And after? It looks as if 
there will be no crossing that bridge until we are at it. 


General Johnson is about to pass his N R A dicta- 
torship to a board; it’s getting too hot. The price control 
problem gets tougher and tougher. With rising price ten- 
dencies it would soften, but the White House is now all 
set to put the brakes on surging prices, except for labor. 


Morgenthau’s taxation sharps are considering the ad- 
vantages of direct taxation when inflation comes. It is 
pointed out that the French fiscal system stood inflation 
much better than the German because it is so largely tied 
up with day-to-day business. The larger the volume of 
transactions the larger the tax receipts. It smells like a 
sales tax, but if recommended will probably be disguised. 

The taxing professors are agreed that inflation will 
have to be paid for by somebody. 
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Nationalization of credit is getting to be a live issue. 
There is no doubt that a determined effort will be made 
at the next session of Congress to establish a National bank 
of issue, a regular central bank and probably a completely 
owned Government bank. With such a bank the Govern- 
ment could manage credit as well as the currency. Its 
grip on the Federal Reserve System gets tighter and tighter 
but there is always a chance for revolt. 

The Administration looks more and more to credit 
inflation and less and less to direct money inflation, 
some authorities say. But talk of a Central bank owned 
by the Government is not conducive to present expan- 
sion of credit. 


Administration spokesmen at the same time are 
following the tip noted in this correspondence to officials 
to lay off socialization talk. Witness the speech of John 
Dickinson, Assistant Secretary of Commerce, at Providence. 
“Unthinkable,” he said, was any stifling of private initia- 
tive by the recovery program. But he must have had his 
tongue in his cheek when he added: “It is as true as in 
the age of Jefferson that that government is best which 
governs least.” And then he declared that artificial price- 
fixing was like attempting to change the temperature of a 
room by manipulating the thermometer. 


Labor situation is causing alarm. It is privately ad- 
mitted that the bolstering of high wages by the N R A and 
the NIR Awasaneconomicerror. Not only has it bred an 
epidemic of costly strikes but it is making for unemploy- 
ment. Disproportionate increase of wage rates has resulted 
in prices which discourage buying and production and yet 
leave little profit. 

The gloomy view is expressed that strikes for higher 
wages must be followed by a harrowing experience of 
wage reductions. Instead of strikes we may ere long 
have lockouts. “You boys can shut down the mill,” 
said one employer to a strike committee, “but remem- 
ber that it takes the old man to open it up.” 


Old Timers in Washington note the change in type 
of Government employees brought about by the infusion of 
20,000 new workers 
by the new govern- 
mental agencies. 
These workers are 
largely political ap- 
pointees, Mr. Farley 
and Congress having 
taken pains to see 
that they were not 
subject to Civil Serv- 
ice examinations and 
appointment. They 
are decidedly slop- 
pier in manner and 
dress than the old 
guard public ser- 
vants. One hears 





strange tales of in- 
eficiency, especially 
‘in offices where the 
boss is nothing but a 
party henchman. A 
eed establishment, : 
‘such as the Housing SS: a 
‘Administration, 
‘starting out at high 
‘speed on a novel and 
critical undertaking, 
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Former Governor Eugene Black of the Federal Reserve, the 
Administration's Missionary to the Banks 


presents a rare picture of chaos with its swarm of political 
appointees bossed by some executives who haven't the 


faintest idea of what it is all about. If the truth were 
known it would reveal many instances like that of the 
specialist in domestic economy who applied for a job in 
FERA and, after long waiting, got an order for relief 
rations. The worst of it is that these unfit people gener- 
ally get better pay than the regular civil service people. 
The discreet do a good deal of grieving about Presi- 
dent Roosevelt, but nothing distresses them more than 
his acquiescence in this degradation of government em- 
ployment, accompanied as it was by reduction of pay 
for the regulars, loss of half their former vacation allow- 
ance and even discharge at the moment when inex- 
perienced thousands were pouring into new jobs. 


Richberg, his influence rising as that of General John- 
son wanes, says he favors the profit system as contrasted 
with a controlled economy. Secretary of Commerce Roper 
likewise states in radio address that Administration is not 
against the profit motive but he adds that it opposes “unfair 
profits” such as, for example, “profits on watered stock or 
salaries which are out of proportion to services rendered.” 
This falls far short of a specific definition of what the Ad- 
ministration considers “unfair profits.” Most stocks are 
not “watered” and most salaries are not “out of proportion 
to services rendered.” And most honest business men will 
continue to be uncertain about their own “fair profits” as 
long as the New Dealers offer but vague and qualified as- 
surance. 

Action speaks louder than words. What business 
wants is a retreat from New Deal planning. 


American Liberty League is fast becoming center of 
Washington discussion and conjecture. Not expected to 
have any effect on November elections, but might in time, 
if well conducted, change the political alignment and attract 
conservatives from both Democratic and Republican parties. 
Roosevelt followers will say it is progressives against reac- 
tionaries. Liberty League will say it is conservatives against 
radicals, and will be very near the mark at that. Initial re- 
action of radicals here is to laugh off new movement as 
being led by political 
die-hards, meaning 
chiefly Smith and 
Davis, the ex-Demo- 
cratic candidates. 
Point is that the 
movement has Big 
Business backing. 
With business oppo- 
sition out in the open, 
it will be still harder 
for Roosevelt to turn 
Right without losing 
political face. If he 
doesn’t turn Right 
recovery will falter, 
budget will get fur- 
ther out of balance 
and ultimate inflation 
will be a certainty. 
This doesn’t mean 
credit inflation either! 
If it puts the Presi- 
dent in a _ position 
where he can’t turn 
back, Liberty League 

(Please turn to 

page 527) 
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by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income-bear- 
ing securities we have “doubled starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration, while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income} or 
offer possibilities of price enhancement. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 


HE MacazinE OF WALL STREET'S Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 

Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 





















































Total Amount Fixed Charges 
funded ofthis times earned ft Price 
Company debt issue Yield to COMMENT 
(mil’ns) (mil’ns) 1932 1933 Callt Recent Maturity 
Atchison, Topeka & Santa Fe Ry. 
oe. eae are 310 152 1.6 1.3 NC 101 4.0 High grade investment. 
EES eee 310 61 1.6 1.3 nc 96 4.2 Junior to issue above, but stil) high grade. 
Conv. Deb. 444s, 1948.................05 310 28 1.6 1.3 102 ’38 104 4.1 Good bond, tho not mtge. scouted. 
California-Arizona ist & Ref. 44s, ’62.... 310 33 1.6 1.3 110 105 4.2 High grade. 
Transcontinental Short Line 4s, 1958...... 310 23 1.6 1.3 110 103 3.8 Underlies Gen. 4s. Highest grade. 
Gem s & North Western Ry. 
> __ See Sees 428 141 38 .6 NC 65 7.8 Medium grade. 
1st & Ref. 44s, 2037. Ee 79 3 .6 NC 35 12.9§ Junior to issue above. 
Conv. 43s, “ae ceria bk Gras ok esas bulb 428 72 3 .6 105 ’34* 29 16.4§ nmsecured. Speculative. 
Secured 64s, 3.1.36.. 428 15 3 .6 NC 77 8.5§ Secured by $18,000,000 Gen. 5s. 
Milwaukee, Sparta & N. W. ist ‘4s, 47... 428 15 3 .6 NC 58 9.8 ) Outstanding at a high rate per mile. Second 
St. Louis, Peoria & N. W. 1st 5s, ’48.. 8 10 3 .6 NC 61 10.3 | grade. 
Chicago, Rock Island & Pacific Ry. 
EE Sp aince osew ss ss'ns seas 311 100 3 -2 NC 58 . Road is in receivership and int. on this issue 
is being deferred. 
RENEE Sk OE, PIR ow ccc ccccuaves 311 40 3 A 102%°* 20 Secured by $45,000,000 ist & Ref. 4s. 
ae ee eS eer rrr re 311 222 3 2 Cc 18 Principal and interest in default. 
TE. os ca scenesadoccscescen 311 32 3 2 105 ’36* 9 Not mtge. secured. Will suffer in reorgan - 
zation. 
R. I., Ark. & Lou. 1st 44s, 3.1.34........ 11 15 3 2 105 11 princi ;: i 
Burl., Ced. Rap. & Nor. ist 6s, 4.1.34..... 311 19 3 2 NC 28 Principal and interest in default. 
St. Paul & K. C. Sh. L. 1st 4us, 1941. 311 28 3 .2 105 18 Interest default Aug., 1933. 
Kansas City , Southern Ry. 
i 1 aes 67 30 .6 6 NC 72 5.7 Reasonably good holding. 
Ref. & Imp. 5s, 1 VEE SARA ae 67 21 .6 .6 105 67 8.9 Junior to issue above. 
Texarkana & F. S. a SS ae 10 10 1.0 is 107% 87 6.8 Fair grade. 
Kansas City Terminal ist 4s, 1960.......... 50 50 5 Sp 105 102 3.9 Guarantors include the Atchison, the Bur- 
lington and the U 
Southern Pacific Co. 
**San Francisco Terminal 1st 4s, 1950...... 832 27 8 8 105 96 4.3 Well secured, better grade issue. 
Oregon Lines Ist “A” 44s, 1977......... 832 61 8 8 105* 717 6.0 Reasonably stroag. 
Central Pacific Coll. 4s, 1949............. 832 34 .8 8 100 93 4.6 Good grade. 
ee Ps oo sands scepas naasbener 832 145 8 8 105* 59 8.0 Being unsecured by mortgage are none too 
strong. 
Central Pacific Ry. . 
ist Ref. 4s, 1949.. 208 98 os = NC 93 4.6 Better grade. 
Through Short Line ist 4s, 1954. 208 10 - “~ 107'4 95 4.4 Also better grade. 
European Loan 4s, 1946............... 208 13 ay a 100 aan .. Entitled to a fair rating only. 
ee 208 40 105 '35* 74 7.2 +A fair caliber bond. 
San Antonio & Aransas Pass Ist 4s, 1943. 18 - nie NC 78 7.4 Reasonably good issue. 
Southern Pacific R. R. ist Ref. 4s, 1955. 145 105 85 5.2 Good bond. 
Terminal R. R. Association n of St. Louis 
SP os b5 sk0s 2d nn ede canew hee 47 7 Ss NC 108 % — ~ guarantors are strong roads. 
igh grade. 
REE RNs Wi ES ns. 0 oesn sess ss cones 47 5 is oe NC 109 3.9 Mortgage position junior to issue above, but 
bears similar guarantee. 
RR SRE IS oo 550 scneusseaskenoe 47 365 110 99 4.1 Still strong, tho junior 1 to two issues above. 
American Telephone & Telegraph Co. 
Collateral Trust 5s, 1946................. 445 66 6.8 6.6 105 109 4.0 Of the highest grade. 
| eer 445 379 6.8 6.6 110* 108 4.5 Strong bond, tho not secu.ed by mtge. 
American Water Works & Electric Co. 
SE, Ses BOs Oly BEB cccccnccccccccecss 185 15 1.2 1.2 102* 102 4.7 ed pledged is valuable. Good sound 
ee a) ete 185 11 1.2 1.2 110° 77 7.9 mE grade. 
Monongahela West hag Pub. Ser. 1st 
Lien & Ref. “B” 5 ere 24 14 1.5 1.6 105* 86 6.8 Reasonably strong. 
Potomac Ed son Ist pe sss 20n6e'e 17 17 1.9 2.0 105* 100 5.0 Entitled to a sound rating. 
West Penn Power ist “G” 5s, 1956....... 650 50 3.5 3.6 105* 109 4.4 High grade. 
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Public Utilities (Continued) 





Total Amount Fixed Charges 
Cc funded of this times earned f Price 
ompany debt _issue Yield to COMMENT 
(mil’ns) (mil’ns) 1932 1933 Callt Recent Maturity 





Appalachian Electric Power Co. 
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et S| ae eae 84 63 1.9 1.8 10444 * 98 5.2 Good caliber bond. 
___ Appalachian Power 1s 5s, 1941........... 84 10 1.9 1.8 105 107 3.8 Prior in lien to issue above. High grade. 

Bell Telephone of Pennsylvania a 

a & Ref. =o, Sl ee 97 85 2.1 1.9 100 ’57 115 4.1 High grade. . 
___Central Dis. Tel. 1st 5s, 1948............. 97 y 2.1 1.9 105 108 3.9 Assumed B. T. of Pa. High grade. 
sy ig ae Electric Co. 
whe fh i ee 40 7 2.6 2.1 105 eee ... High grade. 
___Gen. & Ref. “B” 414s, 1981.............. 40 30 2.6 2.1 107% * 106 4.2 Junior to issue above, but still high grade. 
ae Power 
st Pe SMEs oiscniehwix vias a's wines 92 33 3.0 2.5 105 105 3.2 Of the highest grade. 
<n SSE Unf. 4346, 1958... 2... vrcccrcces 92 67 3.0 2.5 105° 107 4.0 Junior to issue above, but still high grade. 
__ Duquesne Light 1st A” 266, 4007. ws. FO 70 x 4.1 104%* 107 4.1 High grade investment. 
Florida Power & Light 
mee i 2 SESSA Ae ee ere 74 52 1.3 pee 104* 59 9.7 Small = over charges. Second grade. 
REO RON cots sine sibe0i66 nicinwis och Sein 74 22 1.8 a oe ...__Allowned by Am. Power& Lt. 
Gulf States Utilities ist & Ref. “A” 5s,’56... 21 20 ce 1.7 105* 86 6.2 Reasonably good bond, tho certain municipal- 
ities show disposition to build competing 
plants. 

Interstate Power Co. (Del.) 

I: A ere rae 36 29 1.8 1.3 104* 50 11.0 None too strong. 
oe ha ee ey 36 8 1.2 1.2 104* 37  16.2§ Junior to issue above. 

Metropolitan Edison ist “D” 414s, 1968..... 41 39 2.6 2.4 107}4* 93 4.9 Good grade issue. 

National Pwr. & Lt. Deb. “B” 5s, 2030...... 280 25 1.4 1.3 106° 56 8.9 Present political trend lowers merit. 

Nebraska Power 1st 4}48, 1961............. 20 17 8.1 2.8 107° 103 4.3 Better grade investment. 

__Nevada-Cal. El. 1st Tr. 68, 1956............ 31 28 1.2 1.2 102}4° 74 7.4 Represents large proportion of total debt. 
*&kNew England Tel. & Tel. ist “B” 444s, '61.. 88 75 2.5 2.3 100 ’63 109 4.0 High grade investment issue. 

Niagara, Lock. & Ont. Pwr. ist & Ref. 5s, ’5! 25 19 2.1 1.7 105° 102 4.8 Good grade. . 
__North Amer. Lt. & Pr. Deb. “A” 54s, 66... 193 18 1.0 def 10233° 49 11.2 None too strong holding co. obligation. 

Northern States Power Co. (Minn.) ist & 

> Sie! yk Cee a rrr 100 79 2.4 2.2 105* 104 4.3 Better grade investment. . 
Ne ai haat Oe Ee ts 100 45 2.4 2.2 105° 90 5.2 Almost equivalent security to issue above. 

Penn Central Lt. & Pwr. 1st 414s, 1977...... 28 28 a9 1.8 105* 83 5.5 Good bond. 

_ Pennsylvania Pwr. & Lt. ist 4}45, 1981...... 132 121 2.6 2.5 105* 97 4.7 Good grade bond. 
Southern California Edison 
ROO, I RO i9.c545. 5 aisles em ee se.vciceuns 138 13 3.0 2.6 105 108 3.5 Entitled to the highest rating. 
ee Oe ES ee ee 138 120 3.0 2.6 105* 105 4.6 Junior to issue above. 

Standard Power & Light Deb. 6s, 1957...... 481 24 1.0 1.0 105* 42 14.3§ Assumed by Std. Gas. None too strong. 

West Texas Utilities ist 5s, 1967........... 25 25 1.3 1.2 103* 55 10.1 Second grade bond. 

Western United G. & E. ist “A” 5}4s,1955.. 26 26 1.9 PS 105* 86 6.8 Fair caliber issue. 

Industrials 

Bethlehem Steel Corp. _ ~~ 

10-yr. 444s, 1934/1941. ..............00- 121 8 def def NC stains — Better grade, tho unsecured by mtge. 
Midvale Steel & Ordnance 5s, 3.1.36 - 121 31 def def 105 103 3.9 | Strong bonds 
Beth. Steel Co. 1st & Ref. 5s, 1942........ 121 24 def def 105 110 3.5 i 
McClintic-Marshall Coll. Tr. 544s, 1934/37 121 8 def def 10214 pein ee Better grade. 
Pacific Coast Steel 5s, 1934/1940......... 121 7 def def 100 Good issue. 
Bethlehem Steel Co. P. M. 6s, 1998....... 121 8 def def NC 120 5.0 | Better grade 
Bethlehem Steel Co. P. M. & Imp. 5s, 7.1.86 121 23 def def 105 103 Ae i 
Chile Copper Deb. 5s, 1947...........csec00 33 33 def 9 10144 * 82 7.1 In itself bond is a good one, but outside cir- 
¥ cumstances none too favorable. 
*Crucible Steel Deb. 5s, 1940............... 13 10 def 56 101° 91 6.9 Outlook improved, tho still medium grade 
only. 
__ General Steel Castings 1st “A” 5}4s, 1949... 17 17 def def 107}4* 82 7.6 Doing better. Medium grade. 

Inland Steel 1st “‘A” 44s, 1978............ 41 41 def 1.1 102%* 100 4.5 Strong bond. 

Strawbridge & Clothier ist 5s, 1948......... 11 11 .8 1.5 10234 * ‘ a Strengthened by last year’s improvement. 
“Union Gulf Coll. Tr. 5s, 1950............... “4 44 ~+1.4a defa 103° 105 4.6 a Gulf Oil (Pa.) earnings, virtually guarantor 
ee Se ie TES ee Sw ee Le Y of issue. Better grade. 

Short-Term Issues 
Due date 

Armour & Co. (Ill.) R. E. 1st 44s........... 6.1.39 38 2n 1.5n 10234 100 4.5 n Years to 10.31. Good bond. 
__Cleveland El. Ilum. 1st §s................. 4.1.39 30 8.9 8.4 102° 1063.9 Of the highest grade. 

Cumberland Tel. & Tel. Gen 5s........... - 4.2.57 15 3.2m 2.9m NC 107 2.5 m eg —_ Bell Tel. assuming co. 

ighest grade. 
__ Edison Electric Ill. (Bos.) Notes 5s.......... 6.2.35 61 2.6 2.8 100% * 102 2.9 Company enjoys a fine credit standing. 
**Pennsylvania R. R. Sec. 6)48.............. 3.1.36 60 1.2 1.2 NC 106 2.8  Pledged security includes $60,000,000 gen- 
eral mtge. bonds, which are good grade, 
**xTexas Power & Light Ist 5s...... PPT EK Tye: ko 26 1.8 1.8 105 103 3.9 Of good investment caliber. 
Third Avenue R. R. ist 5s................- 7.1.37 5 2.0 ; NC 100 5.0 Among the stronger traction issues. 








*. + Fixed charges times earned is computed on an “ 


‘over all’”’ basis. 


In the case of a railroad, the item includes interest on funded and other debt, rents 


for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends, 


minority interest, etc. 


whole or in part at gradually decreasing prices. ** Our preferences where safety of principal is pred 
slight risk may be taken in order to obtain a higher return. 


t An entry such as 105 ’86 means the bond is not callable until 1936 at the pric 


e named. 


* Indicates that the issue is callable as a 


ideration. * Our preferences where some 





§ Current Yield. 
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Effective Oil Code Enforcement 
Essential to Industry 


Crucial Test Imminent—Foreign 
Fields Loom as Important Factor 


’ ‘HE approach of the first anniver- 


sary of the oil industry under an 

N RA code, marking one of the 
most significant periods in the history 
of the industry, is a good occasion for 
reviewing the past year, taking stock 
of present conditions and gauging fu- 
ture prospects accordingly. The en- 
thusiasm and generous predictions 
which were more or less rampant a year 
ago have been tempered by the interim 
events and given away to doubt and 
uncertainty as to the continued ability 
of the industry to avoid serious disrup- 
tions. This is a situation not new to 
the oil industry, in fact it may be said 
to be a veritable characteristic. For 
many years the industry has swung be- 
tween stability and chaos resulting 
mainly from a conflict between the vari- 
ous phases of the industry and the fail- 
ure of regulatory and control measures 
to bring about any permanent and ef- 
fective reconciliation of these interests. 
In appraising the present situation, 
however, consider- 


By Epwin A. Barnes 


illegal producers to evade the law. 
This illegal oil, familiarly known as 
“hot oil,” has remained a constant 
threat to the price structure and with 
the season of heaviest consumption 
drawing to close, “hot oil” looms as a 
most disturbing menace to the stabil- 
ity of the industry. Unless some ef- 
fective method is devised which will 
relieve the industry of the pressure 
from this source, the complete nulli- 
fication of the code benefits is not 
inconceivable. Fortunately, however, 
neither the industry nor the government 
is without resources at their command 
with which to meet this crisis. 

While the provisions of the oil code 
were so designed as to give the Gov- 
ernment all of the regulatory powers 
necessary to keep the oil industry on 
an even keel, the hand of the Govern- 
ment has subsequently been weakened 
by court decisions, notably the ruling 
of the Texas Federal Court made last 
February and apparently based on the 





clause in the Constitution relating to 

States’ Rights. The Government has 
appealed to the Supreme Court but an 
early decision is unlikely and it is by 
no means assured that the Federal 
Court will be reversed, despite a later 
ruling by the Federal Court of Appeals 
in-New Orleans upholding the consti- 
tutionality of the code. Chagrined by 
the legal obstacle placed in his path, 
Code Administrator Ickes sponsored a 
bill before the last Congress which 
would have empowered him with rigid 
control of the oil industry. Strong op- 
position from Texas developed, how- 
ever, and the bill was not voted upon. 
Although the bill had the backing of 
President Roosevelt, he did not strong: 
ly urge its passage, due, it is rumored, 
to some doubt as to its constitutionality. 
Other legislation relating to the inter- 
state transportation of oil and to regu- 
late refining operations was formulated 
but later abandoned. Enmeshed in 
legal entanglements, the ability of the 
Government to en- 
force production 





able weight must 
be given to a factor, 
present heretofore 


Suppty & DEMAND | 


N PETROLEUM 


quotas became 
largely theoretical 





only in a much 
lesser degree — the 
United States Gov- 
ernment. 

Since the advent 
of the N R A code, 
the oil industry has 
been dominated by 
the efforts of the 
Government topre- 
serve the price 
structure by elimi- 
nating or curbing 
the excessive pro- 
duction of crude 
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and, in despera- 
tion, Secretary 
Ickes has resorted 
to a more vigor’ 
ous application of 
his remaining au- 
thority. In these 
efforts he has ob- 
tained the co-op’ 
eration of the lead- 
ing companies in 
the industry. 

A pool composed 
of the major com- 
panies was formed 
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handle “hot oil.” On July 1, revenue 
taxes of 1/10 cent per barrel on crude 
oil when it is produced, and another 
1/10 cent when it is refined, became 
effective. All producers and pur- 
chasers are compelled to register with 
the Internal Revenue Bureau. In this 
manner it is expected that producers of 
illegal oil will be discovered either 
through their failure to pay taxes or by 
the payment of taxes on oil in excess 
of allowables. Morover, the regula- 
tions of the Federal oil administration 
have been so revised as to make it com- 
pulsory for all individuals and compa- 
nies engaged in any phase of the oil in- 
dustry to maintain records and file re- 
ports concerning their activities. The 
information embodied in these reports 
will be so comprehensive that when 
augmented by the rev- 
enue data it will virtu- 
ally give the adminis- 
tration a complete pedi- 
gree of every barrel of 
oil from the time it 
leaves the well until it 
is sold. A penalty of 
a $10,000 fine or im- 
prisonment for ten 
years is the stiff punish- 
ment imposed for mak- 
ing false statements. 

In the face of these 
efforts to curb the evils 
of “hot oil” one cannot 
doubt the _ sincerity 
either of a large section 
of the industry or Ad- 
ministrator Ickes. But 
doubt as to their ability 
to succeed and save the 
industry from another 
period of chaos, in the 
face of the cunning and 
adroitness of a small 
minority of _ recalci- 
trants, is responsible for the uncertainty 
currently being felt in oil circles. That 
this doubt is based upon something 
more than fanciful skepticism may be 
seen from the statistical position of the 
industry itself. Despite a season of 
unusually heavy consumption, accom- 
panied by a steady decline in the 
amount of gasoline in storage, both 
wholesale and retail prices of gasoline 
have displayed a weak undertone and 
at no time have they been at a level 
comparable with crude prices, which 
have held above $1 since last Septem- 
ber. 

Apparently the gasoline buying pro- 
gram has accomplished little beyond 
maintaining the status quo of the mar- 
ket and there is nothing to indicate 
that the conditional reduction in “hot 
oil” production has been achieved. At 
a number of important points large car- 
goes of gasoline are reported as causing 
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considerable anxiety at a time when 
competition is keenest to reduce sup- 
plies on hand. With the season of 
heaviest consumption rapidly drawing 
to a close, the oil administration has an- 
nounced a further drastic reduction in 
the total which refiners will be allowed 
to run in September. The reduction is 
equivalent to 91,000 barrels daily and 
in the aggregate will be 2,023,000 bar- 
rels less than total domestic consumption 
in September, 1933, and 3,123,000 bar- 
rels less than total production in that 
month last year. On the face of it, the 
resulting reduction in supplies on hand 
should render material assistance in 
strengthening the statistical position of 
the gasoline to more nearly conform 
with the approaching period of lower 
consumption. Such an assumption, 





Courtesy, Standard Oil of N. J. 


A Typical Standard Oil Unit 


however, cannot be safely made so long 
as the adverse implications of “hot oil” 
are present in the situation. 

Thus, it is found that the oil industry 
at the present time is nearing a crisis 
involving the stability of the price struc- 
ture and, perforce the earnings of the 
leading companies. That this is true 
seems almost inconceivable when ack- 
nowledgment is made of the multitude 
of rigid regulations and their intensive 
administration by Secretary Ickes and 
a large section of the industry itself. It 
is equally disconcerting that the indus- 
try should be threatened with instability 
and loss despite the demonstrated vital- 
ity of consumption, even during the 
darkest days of the depression. The 
answer is doubtless to be found in the 
recent remarks of Sir Henry Deterding, 
one of the outstanding oil men of the 
world, who is quoted as saying that the 
United States has the required laws to 





enforce regulation, “but you do not do 
anything about it.” In other words, 
there are means but not the will. 

So far the setting of allowable quotas 
has been little more than a gesture and 
the prosecution of known violators has 
been insignificant. The impotence of 
regulation may be due in a large mea- 
sure to the fear of infringement upon 
the constitutional rights of states and 
individuals and to a smaller degree, to 
delay in perfecting the necessary ma- 
chinery. The fact remains, however, 
that until enforcement becomes more ef- 
fective the industry will continue to be 
jeopardized by excessive supplies of 
crude oil and gasoline. Effective en- 
forcement would mean restricted im- 
ports, full compliance with government 
quotas, provision for withdrawals from 
storage and the applica- 
tion of sound economic 
principles to new drill- 
ing. If reasonable prog- 
ress is not made toward 
the achievement of 
these objectives it is 
virtually certain that 
agitation for Federal 
control of the oil indus- 
try will take the form 
of the necessary legisla- 
tion to bring it about at 
the next session of Con- 
gress. 

As if the threat to 
world oil prices grow- 
ing out of the precari- 
ous situation in the 
United States were not 
sufficient, the news 
from abroad is further 
disconcerting. On Aug: 
ust 3, it was reported 
that a tanker had sailed 
from the port of Trip- 
oli, Syria, with the first 
consignment of oil from the Iraq fields. 
For many years an international strug: 
gle was waged for control of the great 
Mesopotamian oil fields, two thirds of 
which are situated in the Kingdom of 
Iraq. It is reliably estimated that oil re- 
serves in these fields are at least 2,500,- 
000,000 barrels, making it one of the 
most important potential sources of oil 
in the world. The fields have been 
leased for a period of seventy-five years 
to the Iraq Petroleum Co., Ltd., in 
which Dutch, British, French and Amer 
ican groups each have a 2334% inter- 
est. The remaining 5% is held by 
Armenian interests. The American 
group is represented by Near East De- 
velopment Co., owned jointly by the 
Standard Oil of New Jersey, Gulf Oil 
and Socony-Vacuum companies. A 
pipe line, 600 miles in length, transports 
the oil from the fields to the seaports 

(Please turn to page 523) 
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NATIONAL LEAD CO. 





Still a Blue Chip 


Solidly Built in an Essential Industry by 
Notably Able and Conservative Management 


HE National Lead Co 


By Grorce W. MarTuis 


1930, in which National 





is something more than 

a mere fabricator of 
lead, its alloys, and its com- 
pounds. It is an institution. 2 
Its bookkeeping is unusual 
and it is possessed of a man- 
agement whose ideas are 
strangely old-fashioned. To 
this management, a spade is 
always a spade; it never en- 
visions glittering possibilities; 
and it believes that a dividend 
rate once established must be 
maintained “come hell or high 
water.” It is a management 
which likes stockholders that 
can pay $150 a share for their 
interest and dislikes stock- 
dividends and _ split-ups for 
the reason that it is harder to 
maintain payments on the in- 
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Lead’s earnings were equiva- 
lent to $7.58 a common share, 
Mr. Cornish said: ‘There 
will be no change made in the 
dividend rate of National 
Lead Co. at the directors’ 
meeting to be held next Thurs- 
day. It has been the policy 
not to increase the dividend 
beyond what can be main- 
tained with reasonable cer- 
tainty.” 

Late in 1931, an extra divi- 
dend of 25 cents a share was 
declared with the recom- 
mendation that it be employed 
by stockholders for the relief 
of distress. As an accompani- 
ment to the annual report for 
1931, which showed earnings 
of $5.48 a share of common 
stock, the public learned as 








creased amount of stock. 

The spirit behind National 
Lead can be gleaned from the 
recent record. For 1929, the company 
reported earnings equivalent to more 
than $25 a common share. Even 
though this figure includes non-recur- 
ring items which, under the company’s 
peculiar bookkeeping, were then con- 
sidered “income” it nevertheless was 
more than a fair showing. And what 
did the stockholder receive? He re- 
ceived the regular $5 dividend, plus, 
early in 1930, a meager $3-extra ac- 
companied by a statement that no in- 
crease in the regular rate was con- 
templated in the near future, nor would 
it be contemplated until such time as 
the directors could be sure of what the 
company could expect as normal earn- 
ings. Well, that was that, and the 
stockholders were a little annoyed 
about it at the time. They were less 
annoyed later when the company 
showed an equal resistance to a re- 
duction of payments. 

The attitude of seventy-three-year- 
old Edward Joel Cornish, who joined 
National Lead in 1906, via the 


absorbed Carter White Lead Co., and 
504 


who currently holds the position of 
chairman of the board, has been re- 
markable for a conservative sanity 
throughout the whole depression. It 
was early in 1930 that he said, because 
business had opened so slowly, it was 
difficult to forecast the rest of the year, 
and went on to express doubts that the 
normal reaction to the first stages of a 
period of unemployment—the renova- 
tion and painting of homes—would be 
seen in this case, for the reason that 
labor had been buying so much on the 
installment plan. 


Dividend Allowance 


Later on in the same year, stock- 
holders were informed that the first 
quarter had been the worst in twenty 
years for their company, but that they 
need not fear for the safety of their 
$5 dividend. (Is it conceivable that 
any of them could have been at all 
nervous about this in view of the earn- 
ings of the recent past?) 

Commenting on operations during 


follows: (1) that the lead 

business for the year had been 
the worst in the experience of Na- 
tional Lead’s president, and (2) that, 
while this company was accustomed to 
buy its own stock in the open market 
for resale to employees, it was never 
marketed through the same channel, 
for trading by a company in its own 
stock was considered unethical. Agree- 
ing so heartily with this last sentiment, 
it is difficult to resist the temptation 
to compile a list of corporations that 
have thought otherwise, often to the 
disadvantage of stockholders and the 
personal advantage of officers and di- 
rectors. When a company buys and 
sells its own stock, how easy it is for 
officials to anticipate each move in 
their own brokerage accounts! 

This, however, is the story of Na- 
tional Lead. Its report for 1932 was 
the poorest in sixteen years, with earn- 
ings equivalent to $3.16 a common 
share. It was in connection with this 
report that the company’s attitude to- 
wards its stockholders was most clearly 
revealed. Quoting Mr. Cornish again, 
it said: “We are in hopes that the 
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decrease in controllable expenses, the 
more stable conditions in the metal 
market, and improvement in business 
may enable the company to maintain 
a 5% dividend on its common stock. 
Many stockholders are dependent up- 
on their dividends for their livelihood. 
A decrease in the dividend rate on the 
common would be most regrettable, 
but must be made unless there is an 
improvement in earnings. 

“The dividend on the preferred 
stock (the preferred “A”) has been 
paid every year without interruption 
since organization of the company. 
Nothing but dire necessity would cause 
the dividend on the preferred stock to 
be passed and thus destroy the good 
will value that has been built up during 
the past forty years.” Following this, 
Mr. Cornish went on to explain that 
the company would dig into its sur- 
plus as much as it possibly could to 
maintain the preferred dividend be- 
cause of its being cumulative. He 
added also that it was his belief that 
no company with cash on hand had 
the right to withhold preferred divi- 
dends. 


Turn for the Better 


Fortunately for the stockholders, 
however, the extent to which National 
Lead would have been willing to dig 
into surplus for the maintenance of 
dividends was never thoroughly tested, 
for business picked 


up ir. 1933. For 
the year the com- 
pany reported 


earningsequivalent 
to $6.98 a com- 
mon share. There 
was further im- 
provemen. this 
year and the com- 
pany reported 
earnings of $4.06 
a common = share 
for the first six 
months, which 
compared with 
$2.82 in the first 
six months of 
1933. Yet, just 
in case stockhold- 
ers should become 
over - enthusiastic 
over the outlook, 
Mr. Cornish said 
in July of this 
year that there 
had been a _ sea- 
sonal decline in all of the company’s 
lines, that lead and oil sales for the 
first six months ran behind 1933 be- 
cause of a lack of construction work 
and that, while total tonnage was in 
excess of the same period last year, 
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A National Lead Plant and Chatt Pile 


profits failed to increase proportion- 
ately owing to increasing costs. 

What is this National Lead Co. 
whose management is so frank and so 
concerned over the passing of a divi- 
dend? What does it make and what 
are its assets? To begin with, it may 
be said that National Lead makes 
everything of which lead is an im- 
portant ingredient. When this metal 
first became known is lost in history. 
The Romans used it extensively for 
water-pipes and cisterns and it is still 
so used although, for this purpose, it 
is giving way to other metals because 
of its poisonous character. The com- 
pounds of lead, white lead, litharge 
and red lead are of great antiquity. 

Today, the United States is both the 
largest producer and the largest con- 
sumer of lead, and the National Lead 
Co. is by far the most important factor 
in the field. The metal is consumed 
principally in the form of white lead, 
a valued paint pigment, which is made 
by a long drawn out chemical process 
in which acetic acid and carbon dioxide 
are made to corrode the metal. This 
product, National Lead manufactures, 
and advertises and sells under the 
tradename “Dutch Boy.” The brand 


has an excellent reputation and is 
widely bought both in the form of a 
heavy paste and in the so-called liquid 
form which is of 
sistency. 

Red Jead and litharge are next in 


treacle-like con- 





= ? 


importance as an outlet for lead. Both 
are used in the manufacture of electric 
storage battery plates, while red lead 
is the standard paint for metal. Both 
these materials are- also widely em- 
ployed in industry and might be con- 





sidered almost as industrial chemicals. 
Here, too, National Lead is well rep- 
resented, for it manufactures red lead 
“dry” and “in oil,” together with 
glassmakers’, colormakers’, _rubber- 
makers’, varnishmakers’, enamelmakers’, 
and potters’ oxides. 

Although the compounds of lead are 
more important than the metal itself, 
the latter is far from being an insigni- 
ficant material. Plumbers still demand 
large quantities and it is still used by 
builders in the form of sheets, sash- 
weights and as a frame for glass. It 
is alloyed with tin to become solder, 
and with tin and other metals to be- 
come “pewter,” with antimony to 
form a type metal, and with bismuth 
and antimony for stereotype plates. 
The business derived by National Lead 
from this division adds very substan- 
tially to the whole. 


Range of Products 


Because of the company’s predomi- 
nant interest in white lead, it was per- 
fectly natural that it should assure the 
satisfaction of users by making other 
painters’ materials of the same high 
quality. After all, there is nothing to 
be gained by encouraging the use of 
high-grade lead only to have it mixed 
with inferior oil. So, it is not sur- 
prising to find that National Lead 
manufactures linseed oil for many dif- 
ferent purposes, flatting oil, driers, 
wall primers, and 
a whole range of 
colors. A by-prod- 
uct of this division 
is linseed oil cake 
and meal. 

Following _ logi- 
cally upon an inter- 
est in white lead 
and _ subsidiary 
painters’ materials, 
there developed an 
interest in pig: 
ments other than 
white lead. It was 
in 1920 that Na- 
tional Lead bought 
one-half of the 
capital stock of 
Titanium Pigment 
Co., Inc., complet- 
ing 100%-owner- 
ship in 1932. Ti 
tanium white is 
only about twenty 
years old as a paint 
base. Among its 
advantages are that it “covers” much 
better even than white lead, is non- 
poisonous and that it does not discolor 
as does white lead when in contact 
with sulphuretted hydrogen—present 
more-or-less in all large manufacturing 
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centers. Last year, National Lead, via 
its domestic subsidiary the Titan 
Co., in conjunction with four im- 
portant British companies, organized 
the British Titan Products Co., Ltd., 
which is erecting a plant in England 
for the manufacture of titanium 
products. 


International Aspects 


This, of course, is not the first in- 
ternational aspect of National Lead’s 
business. Prior to this the Titan Co. 
was interested in subsidiaries operating 
in Germany and France. Then there 
is the Titan Co. A/S of Norway which 
is a manufacturer of titanium oxide 
products. Also, the National Lead 
Co. of Canada, Ltd., and its sub-sub- 
sidiaries are manufacturers and dis- 
tributors of lead, brass and bronze 
products, and operate in addition dross 
smelters. Finally, mention might be 
made of the Hoyt Metal Co. of Great 
Britain, Ltd., maker of anti-friction 
metals. 

In the United States, the 


directors and that there is not a single 
item in the company’s report which 
could not be stated at a higher value. 

Ranking ahead of National Lead’s 
common stock there are 103,277 shares 
of “B” preferred and 243,676 shares 
of “A” preferred and of these two the 
company itself owns substantial blocks 
—25,815 shares of the “B” preferred 
and 34,893 shares of the “A” pre- 
ferred. There is no funded debt 
whatsoever. The present capitaliza- 
tion is the outcome of an interesting 
shuffle that took place in 1927. At 
that time, the company was possessed 
of a large surplus and wished to capi- 
talize it, but the move was blocked by 
holders of the old preferred who were 
in voting control of the company and 
who feared, if they permitted a stock 
dividend, that the common would gain 
control and promptly call their stock. 
The difficulty was only surmounted by 
amending the certificate of incorpora- 
tion making the preferred non-callable. 
Following this, the company issued 
half a share of common and half a 


share of “B” preferred for each share 
of old common—in other words, it 
was a 100% stock dividend, half of 
which was paid in the form of pre- 
ferred. While those in control of Na- 
tional Lead appear to be quite in- 
disposed to recommend the declaration 
of a stock dividend of any kind at the 
present time, the fact that the com- 
pany once did this shows that there 
is at least hope that such a thing 
might happen again. 


Bookkeeping Peculiarities 
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Reference has already been made to | 


the fact that National Lead’s book- 
keeping is in some respects unusual. 
This was to be seen in the phenome- 
nally large income for 1929, part of 
which, despite the fact that it was 
non-recurring, was carried to profit 
and loss rather than surplus. It has 
also been the practice of the company 
to consider as income the dividends 
declared on its holdings of its own 
stock. Neither of these peculiarities 

could be given the blessing 





National Lead Co., either [7 





directly or through subsidi- || 
aries, owns or operates || 
plants, warehouses and || 
branches virtually throughout || 
the entire country. It has | 
its own mines, although only 
a small part of the com- 


White Lead, Dry 
White Lead in Oil 
Red Lead, Dry 


Products Manufactured by National 


Lead Co. 


Painters’ Materials 
Colors, Dry and in Oil 


pany’s total metal require- Red Lead in Oil Varnishmakers’ 
ments are derived from this |} — Flatting Oil Wall Primer 
source. National Lead, how- Titanox Pure Titanium Oxide 
ever, is closely associated sata sateen 


with large metal producers. 
It owns, for example, sub- 
stantial stock in Patino 
Mines (Bolivian tin). Inci- 


Pabbitt Metals 
Frary Metal 


Bearing Metals 
Pressure Die Castings 
Statco Metal 


Plumbers’ Materials 


dentally, National Lead car- atl rie oe reo . 
4 . ° as lock Tin Pipe ead Traps and Bends 
ries this investment on its Tin-dined Pleo th 


books at $8 a share, where- 
as today’s price on the New 
York Stock Exchange is 
around $15 a share. 
Ownership in this large || 
and extremely ramified in- 
stitution, National Lead Co., 


Linotype Metal 
Monotype Metal 
Impression Lead 


Bar and Wire Solder 


Soldering Flux 


Printers’ Metals 
Stereotype Metal 
Electrotype Metal 


Canners’ Materials 
Ribbon Solder 


is vested in 309,831 shares Soldering Flux Pengas Sater 

of common. stock of $100 Lead Oxides 

par value. Of this issued Red Lead Rubbermakers’ Oxides 
stock, 38,346 shares are Litharge nce conecepal-tacea 


owned by the company itself 
and there has been some agi- 
tation in recent times to have 
the company distribute its 


Orange Mineral 
Glassmakers’ Oxides 
Colormakers’ Oxides 


Enamelmakers’ Oxides 
Potters’ Oxides 
Storage Battery Oxides 


Miscellaneous Lead Products 


5 i Sheet Lead Lead Wool 
holdings in the form of a Glaziers’ Lead Lead Wire 
stock dividend. ‘The present Bar Lead Lead Sash Weights 


management, however, seems 
firmly opposed to this. Also, 
they say the stock cannot be 
sold because the Securities 
Act makes understatement 
as well as overstatement a 


Antimonial Lead Products 
Lead Lined Valves 
Lead for Architectural Purposes 


} Brown Sugar of Lead 
White Sugar of Lead 


Piano Key Leads 
Cinch Expansion Bolts 
Britannia Metal 


General Products 


Castor Oil 








liability on the part of the 


Linseed Oil, American and Cal- 
cutta, Raw, Boiled, Refined, 


Linseed Oil Cake and Meal 


—————| of modern accounting prac- 


tice. On the other hand, 
National Lead has an un- 
usual way of keeping its in- 
ventory with which no fault 
whatsoever can be found, 
despite the fact that the In- 
ternal Revenue Bureau re- 
fuses to recognize it, there- 
by making it necessary to 
keep the inventory in the 
conventional manner also. 
National Lead’s theory in 
regard to inventory is that 
this ought to be considered 
as much of a fixed asset of 
the enterprise as a factory 
True, the inventory may be 
said to “revolve,” but it can- 
not be liquidated without 
going out of business. It is 
foolish, therefore, the com 
pany argues, to consider in- 
i] ventory as something subject 
\} to a close-out and equally 
foolish to have one’s reported 
| earnings fluctuate wildly 
because of changes in inven- 
tory. To minimize this Na- 
tional Lead carries 49,697! 
short tons of lead at 3 cents 
a pound (currently worth 
about 3.65 cents) 1,124Y% 
short tons of tin at 21 cents 
a pound (currently worth 
more than 50 cents) and 
259 short tons of antimony 
at 5 cents a pound (cur- 
rently worth nearly 9 cents). 
This is the company’s “nor- 
mal” stock on hand. Neither 
(Please turn to page 526) 
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Where Earnings Point Upward 


Five Stocks in a Position to Benefit as Ex- 


pected Business Improvement Gains Momentum 


Pillsbury Flour Mills, Inc. 


HE report of Pillsbury Flour 

Mills, Inc., recently issued for 

the fiscal year ended May 31, 
1934, serves in an excellent fashion to 
round out the company’s depression rec- 
ord and further emphasizes the ability 
of those companies engaged in the out- 
put of essential products to successfully 
withstand the rigors of a serious busi- 
ness depression. In only a single fiscal 
period did the company fail to earn 
better than $2 a share on its capital 
stock, and in that period, the fiscal year 
ended June 30, 1932, earnings were ab- 
normally affected by the short wheat 
crop in the Northwest. In the latest 
fiscal year profits were equivalent to 
$2.90 a share on the company’s stock, 
comparing with $2.10 earned for the 
11 months ended May 31, 1933. 

Chief among the company’s prod- 
ucts is, of course, the well-known brand 
“Pillsbury’s Best” flour and others in- 
clude ‘“Pillsbury’s Pancake Flour,” 
“Pillsbury’s Health Bran” and ‘“Pills- 
bury’s Farina.” These products are ex- 
tensively advertised and are well known 
to successive generations of housewives, 
the original business having been estab- 
lished in 1872. In the conduct of its 
business, the company follows the prac- 
tice of removing the hazards, resulting 








Earnings Per Share 
1933* 1934* 


$2.10 $2.90 
* Fiscal year ended May 31. 


Div. 
$1.60 


Recent Price 
$29 





from wide fluctuations in the price of 
wheat, through hedging operations. In 
this manner severe inventory losses are 
avoided and by the same token, the 
company gains no inventory profit 
through rising prices. Definite advan- 
tages do, however, accrue to the com- 
pany in period of rising prices, or a 
‘seller's market,” which have a natural 
tendency to widen the normal margin 
of profit. Last year this condition 
doubtless enabled the company to offset 
a lower sales volume. Although Pills- 
bury does not report sales, it is a fair 
assumption that they were somewhat 
lower in line with reduced output and 
demand for the country, as a whole, last 
year. 

The company’s balance sheet makes 
a characteristically strong showing and 
while there was some reduction in cash 
items last year, current position is ade- 
quate for its needs. In fact, the man- 
agement might logically consider an ad 


vance in the present $1.60 dividend. 
On the other hand action in this respect 
might be deferred in view of the sub- 
stantially higher prices for wheat, re- 
quiring a larger outlay for inventory. It 
is probable that the management de- 
sires to avoid bank loans, if possible, 
and for this reason may prefer to fur- 
ther build up the company’s cash posi- 
tion. Unlike the 1932 fiscal year, when 
earnings were adversely affected by a 
short wheat crop, it is not likely that 
the present wheat shortage will have 
the same affect in the face of the ac- 
companying rise in flour prices. 

The capital stock is outstanding in 
the amount of 549,225 shares, ahead of 
which is subsidiary debt totalling less 
than $7,000,000. There is no pre- 
ferred stock and fixed charges, which 
last year amounted to only $542,706, 
are normally earned by a wide margin. 
To the investor the shares offer a de- 
sirable element of stability from the 
standpoint of earning power, rather 
than a sequence of dynamic increases. 
At the same time, the yield of nearly 
514% is not to be overlooked and sell- 
ing at only ten times last year’s earn- 
ings, expectation of gradual price ap- 
preciation would seem to be well 
founded. 


Westvaco Chlorine Products Corp. 


OST of the companies identified 
with the chemical industry are 
so large and have such exten- 

sive ramifications, that by contrast the 
position held by Westvaco Chlorine 
Products Corp., appears to be a rather 
minor one. Nevertheless the company 
is rated the largest domestic electrolytic 
manufacturer of chlorine. Together 
with caustic soda, that product com- 
prises the bulk of the company’s output. 
Other products of importance include 
phosphoric acid, phosphates, carbon bi- 
sulphide, carbon tetrachloride and kin- 
dred products. By an agreement, run- 
ning until 1937, with the Union Car- 
bon & Carbide Co., a subsidiary of the 
latter absorbs about 40% of Westvaco’s 
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annual output. Among other impor- 
tant consumers are such basic industries 
as rayon, silk, textile and pulp and 
paper. 

The Westvaco organization is a com- 
pact one with plants located to give the 
company desirable operating advantages 
through their proximity both to raw 
materials and important consuming 
centers. For example, the company’s 


plant in South Charleston, W. Va., is 
located directly over its owned salt 
beds, thus eliminating transportation 
costs. Due also to the proximity of this 
plant to the coal fields, necessary sup- 
plies for the generation of electric 
power are readily available at prac- 
tically minimum cost. Another plant 
at Carteret, N. J., is conveniently lo- 
cated in relation to the silk manufac- 
turing industry. These are important 
factors in that they have enabled West- 
vaco to maintain a strong trade position 
despite the presence of keen competi- 
tion among manufacturers of caustic 
soda and other alkalies. 

Last year the company’s earnings 
turned sharply upward in the final half 
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year, responding in no small measure 
to the almost frenzied activity in the 
textile industry, and particularly on the 
part of rayon manufacturers. Last 
year, however, production of textile 
and rayon was abnormally stimulated 
due to the rush to purchase in advance 
of rising prices. This condition will not 
be present this year and in recent 
months there has been a marked slow- 
ing up in the textile industries, with 
the result that sales by Westvaco in the 
last six months may show some decline 
from last year. Earnings for the first 
six months, however, were well ahead 
of last year and such decline as seems 
likely to occur at this time is unlikely 
to prevent the company from showing a 


further gain in profits for 1934, as a 
whole. A large portion of its business 
is booked on a contract basis and con- 
tract prices for this year were moderate- 
ly higher than in 1933. Moreover, the 
item of labor costs is not a large one so 
that any increase in wages should be 
easily absorbed. 

Capital structure of Westvaco is 
made up of $1,098,000 in funded debt, 
which is being steadily retired, 21,946 
shares of 7% preferred stock and 284,- 
962 shares of common stock. For 1933, 
net income available for the common 
was equivalent to $1.08 a share, com- 
paring with 79 cents a share earned in 
1932 and $1.79 in 1931. Per-share re- 
sults gained 40 cents in the first half 


of the current year to 83 cents and 
while this rate of increase may be some- 
what modified in subsequent months, 
the present 40-cent dividend should be 
accorded an ample margin of safety. 
Financial position is comfortable and 
should directors see fit, a moderate in- 
crease in dividends may be made later 
this year. While scarcely attractive for 
income purposes alone, the shares at 21 
are reasonably appraised on an earn- 
ings basis and particularly so by com- 
parison with the ratio of market quo- 
tations for other representative chemi- 
cal issues. On the whole, the shares 
offer a desirable medium in their price 
range for longer term price apprecia- 
tion. 


Colgate-Palmolive-Peet Co. 


NE of the most impressive gains 
in earnings to be recorded this 
year was that shown by the Col- 

gate-Palmolive-Peet Co., for the first 
six months. In that period, the com- 
pany’s sales rose nearly $6,000,000 and 
net profit totalled $2,416,888 as com- 
pared with slightly more than $765,000 
in the same months of last year. Fur- 
ther emphasis is given to this compari- 
son, by the fact that the nature of the 
company’s business is such that it is 
normally characterized by relative sta- 
bility rather than wide variations be- 
tween good times and bad. As is gen- 
erally true in situations of this sort the 
cause may be traced to the presence of 
unusual circumstances—and in the case 
of Colgate-Palmolive-Peet, non-recur- 
ring. 

On May 10, last, a tax of 3 cents a 
pound was imposed on cocoanut oil, 
palm oil and certain other foreign oils 
used in the manufacture of soap. In 
some cases the tax was more than 100% 
of the cost to manufacturers, with the 
result that it was impossible for them 
to totally absorb this increased cost of 
raw materials. It was in anticipation 
of higher prices that distributors bought 
heavily ahead with a corresponding 
fillip to the sales and earnings of Col- 
gate-Palmolive-Peet. The management 
estimates that consumers will have to 
pay from 10% to 25% more for soap, 
depending upon amount of foreign oils 





NTERNAL difficulties in the dairy 
industry, which nullified the nor- 
mal stability which might be ex- 

pected to characterize an industry deal- 
ing in essential commodities, have been 
substantially alleviated and it is quite 
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used in the particular brand favored. 

Colgate-Palmolive-Peet is the second 
largest organization engaged in the 
manufacture of soap and ranks high 
among the leaders in the manufacture 
of toothpaste, shaving creams, talcum 
powders and other kindred products. 
Throughout the depression, the com- 
pany was singularly successful in main- 
taining unit sales at a comparatively 
high level but profit margins were nar- 
rowed under the pressure of competi- 
tion from cheaper products. Earnings, 
therefore, did not reflect the relative 
stability of sales and in 1933, the com- 
pany reported net income of only 
$373,389. Even this figure, insufficient 
to meet fully preferred dividend re- 
quirements, was a decided improvement 
over 1932, when net profits totalled 
$53,301. 

Considering, therefore, the com- 
pany’s depression experience and hav- 
ing in mind the non-recurring nature of 
the circumstances which contributed to 
the marked improvement earlier this 
year, one might logically question the 
company’s ability to maintain the same 


Beatrice Creamery Co. 


possible that they may be eliminated 
entirely before another six months has 
passed. Over-production of the prin- 
cipal dairy products has weighed heav- 
ily upon prices, with the result that 
sales and earnings, in marked contrast 


rate of gain in the second half. In this 
connection, it would seem significant 
that directors declared a 12'Yy-cent divi- 
dend, the first since January, 1933, on 
the common stock, stating at the same 
time that further payments would de- 
pend upon the general state of business. 
On balance, the probabilities would 
seem to favor continued progress in the 
direction of recovery and, specifically, 
to a sufficient extent to largely nullify 
consumer resistance to higher prices. 
While it is likely that some let-down 
in sales will occur, reflecting the large 
volume of forward buying earlier in the 
year, results for the full current year 
should be substantially better than those 
of the past two years. 

The company has no funded debt, 
although the 6% preferred stock, out- 
standing in the amount of 247,730 
shares has a rather large call on earn- 
ings. Financial position is excellent, de- 
spite the heavy outlays which have been 
required to pay unearned dividends on 
the preferred stock. Prior to the de- 
pression, the company gave convincing 
evidence of its ability to return sub- 
stantial earnings on the junior equity 
and there is every reason to anticipate 
the recovery of former earning power 
during a period of rising business. 
Granting that the shares must be placed 
in a longer term category, as such they 
have definite merit which should ap- 
peal to the patient investor. 


with most other industries, fell to a new 
low last year. At this time, however, 
it is possible to envisage a substantial 
rise in the price of leading dairy prod- 
ucts, accompanied by a substantial re- 
duction in the large surplus stocks. It 
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is a foregone conclusion that the 
drought will result in an acute shortage 
of feed grains, which in turn will reflect 
itself rather fully in a reduction of the 
principal products of animal feeding. 
The average milk production per cow 
in this country already has declined 
sharply and with the full effects of 
feed shortage yet to be experienced, a 
drastic curtailment in production and 
supplies is foreshadowed. 

Beatrice Creamery Co. is the third 
largest organization in the dairy prod- 
ucts field. The company operates plants 
and distributing branches in 135 cities 
located in 24 states. Properties are 
mainly in the Middle West, although in 
recent years the company has gained 
representation in Eastern and Pacific 
Coast territories. The products of 
Beatrice Creamery, which include all 
of the dairy items, are marketed under 
the familiar trade names of “Meadow 
Gold” and “Holland.” Butter, how- 
ever, is the most important of these 
products, with milk, eggs and ice-cream 
ranking next, in approximately the 
order named. 

In view of the fact that the initial 
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* Fiscal year ended Feb. 28. 
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supply of milk is used and marketed as 
fresh milk with the balance being util- 
ized for conversion into butter and 
cheese, it is rather apparent that any 
considerable reduction in the production 
of milk will result in an even greater 
restriction in the output of butter. Al- 
ready, cold storage reserves of butter 
have been reduced to less than the five- 
year average and with a sharp reduction 
in new supplies indicated, higher prices 
seem inevitable. Wholesale prices have, 
to date, risen over 33% from those pre- 
vailing last year at this time. 

Prior to 1933, Beatrice Creamery Co. 
had had a long record of stable and 
profitable operations. In 1933, how- 
ever, adverse conditions resulted in a 
substantial decline in sales and net in- 
come was equivalent to only $4.03 per 
share on the preferred stock. In the 


fiscal year ended February 28, 1934, a 
moderate improvement was witnessed, 
but net income was insufficient to meet 
preferred dividend requirements, being 
equivalent to only $4.63 per share on 
the senior stock. Despite the sharp 
falling off in earnings, the management 
has continued to make liberal charges 
for depreciation and at the end of the 
latest fiscal period an exceptionally 
strong financial position was shown. 
Cash alone of over $5,200,000 was 
more than six times current liabilities 
of $825,000. As late as the 1932 fiscal 
period, the common stock earned $3.54 
a share and in view of the fact that it 
has not been necessary to defer divi- 
dends on the preferred issue, payments 
on the common could be easily resumed 
following any sustained period of bet- 
ter earnings. While higher prices will 
doubtless tend to create consumer re- 
sistance, the essential nature of dairy 
products would seem to insure the com- 
pany against any serious decline in 
aggregate business. The shares, al- 
though obviously speculative, would 
seem to possess interesting possibilities, 
at recent quotations of around 18. 


Mid-Continent Petroleum Corp. 


AST May, the Mid-Continent 
@ Petroleum Corp. paid a dividend 

of 25 cents a share on its com- 
mon stock, the first disbursement since 
February, 1931, when a quarterly pay- 
ment of 50 cents was made. Not only 
was this action foreshadowed by the im- 
proving trend of earnings in the final 
half of 1933 and in the earlier months 
of the current year, but several adjust- 
ments made in the company’s capital 
structure paved the way for the resump- 
tion of dividends. The stated value of 
the company’s capital stock was re- 
duced from $55,272,301 to $18,579,120 
by changing the value of the stock from 
no par to $10 par and the difference 
of $36,693,181 was transferred to capi- 
tal surplus. Following this the com- 
pany re-appraised its assets, reducing 
them to present-day values and charg- 
ing the difference to surplus. By such 
a revalution, the annual charges for 
depreciation, depletion and other capi- 
tal extinguishments will be reduced to 
a more reasonable amount. The pos- 
sible effect of this move may be gauged 
by the fact that, while the company re- 
ported net income of $3,353,500 last 
year, charges for depreciation, de- 
pletion, and abandoned _leaseholds 
amounted to $5,119,938. 

Although one of the smaller units, 
Mid-Continent Petroleum Corp. is a 
well rounded enterprise, with activities 
embracing every major scope of the oil 
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industry. All of the company’s funded 
debt and preferred stock was retired in 
1929 and the subsequent expansion in 
facilities has been financed, for the most 
part, out of earnings. The company’s 
potential production is understood to be 
sufficient to fully meet its refinery re- 
quirements. Prior to 1932, production 
averaged 12,000 barrels of crude daily 
and while no later figures are available, 
it is probable that conservation mea- 
sures have restricted output in subse- 
quent years. This condition, however, 
has reverted to the advantage of the 
company, for the low prices for crude 
oil which prevailed in 1932 and 1933 
permitted it to purchase its necessary 
refinery requirements to excellent ad- 
vantage. The company’s refinery lo- 
cated at West Tulsa, Okla., has a rated 
capacity of 35,000 barrels of crude oil 
daily and is equipped to manufacture a 
full line of petroleum products, includ- 
ing gasoline, benzine, naphtha, fuel oil, 
lubricating oil, etc. Storage facilities 
are capable of taking care of about 6,- 
000,000 barrels and crude oil is trans- 
ported through a system of pipe lines 


owned by a subsidiary. At last reports, 
the company’s products were distributed 
through 7,000 service stations in 19 
states. Of these outlets approximately 
1,900 were either owned or controlled 
by Mid-Continent. Operating in the 
Middle West and Southwest, it is prob- 
able that the company’s sales will reflect 
the severity of drought conditions in 
this territory. However, in view of the 
more or less transient effects of the 
drought, and the probability that they 
will be substantially mitigated by Gov- 
ernment relief payments and the higher 
price for agricultural products in the 
unaffected territories, it seems safe to 
assume that Mid-Continent will experi- 
ence no serious reversal in earnings. 

Of more imminent concern, however, 
is the general status of the oil industry, 
which is discussed in detail on page 502 
of this issue. The present condition of 
the oil industry, admittedly, injects a 
measure of uncertainty into the imme- 
diate outlook and for this reason the 
shares of Mid-Continent Petroleum 
Corp. must be recognized as speculative. 
At the same time, prevailing quotations 
would seem to discount this situation 
and if serious contingencies do not arise 
within the industry, and there is better 
than an even chance that they will not, 
the shares would be in a position to 
show a very satisfactory gain market- 
wise. 

(Please turn to page 527) 
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Chain Store Management Faces 


a Test 


Only the Most Efficient Systems Can Maintain 


Satisfactory Earnings in the Face of Rising Costs 


HAIN stores of every description 

—grocery, 5-and-10, drug, shoe 

and variety—have all been fa- 
vored generously by the nation-wide 
business improvement of the past year, 
for it has fallen to their lot to be the 
first to reap the harvest from return- 
ing confidence, more jobs and higher 
wages. Not only do these stores sup- 
ply the necessities of life but for the 
most part they supply them at a price 
which permits Mr. Average Man and 
his family to get more for his money 
at their counters. This is an advant- 
age which has stood chain stores in 
timely stead throughout the depression 
and is one upon which they can con- 
tinue to rely, even should their custo- 
mers begin to show a preference for 
higher quality merchandise. More- 
over, their bid for patronage cannot 
be weakened by rising prices for food, 
clothing and general merchandise—- 
now a definite probability—for the 
savings which they are able to effect 
through large scale buying and skill- 
ful retailing methods will continue to 
accrue to the benefit of the consumer. 


Problems of Management 


These fundamental conditions in- 
herent to the chain store industry, as 
a whole, have imparted a considerable 
measure of investment strength to a 
number of representative chain store 
securities but, and this is a “but” of 
salutary importance, the principal ef- 
fect of these conditions is to insure the 
industry a substantial sales volume in 
good times and bad; they do not insure 
profits. After the customer has de- 
parted from the chain store with his 
purchase, the process of making his 
dollar cover an extensive list of items 
begins. Whether any portion of this 
dollar returns a profit and thus is made 
available to stockholders depends to a 
large extent upon the skill of the man- 
agement. There are, of course, fac- 


ters which are beyond managerial con- 
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trol but in the final analysis, proper 
ability and foresight on the part of 
those charged with the responsibility 
of conducting the business can be 
safely relied upon to produce results 
satisfactory to the stockholder. 

Granting that this conclusion may 
seem elementary, for the character of 
management is vital to any business, 
in the operation of an extensive chain 
of retail stores it is more so. One only 
has to visualize the many departments 
essential to a single retail organization 
and multiply this by several hundred 
—or several thousand—to fully appre- 
ciate the size of the task confronting 
the management of a successful chain 
store organization. Purchasing, ware- 
housing, distribution, store sites, ad- 
vertising and personnel, all must be 
handled on a large scale and with su- 
perlative efficiency. The manifold 
problems possible in these major phases 
of the organization must be met and 
overcome promptly and competently if 
some part of the 5-cent, $1 or $10 
purchase is to remain on the profit side 
of the ledger. Stated otherwise, gen- 
eral prosperity does not necessarily 
mean that to a particular chain store 
organization nor does a serious depres- 
sion mean losses. Prior to 1930, there 
were chain store systems which were 
experiencing difficulties resulting from 
mistakes of management and others 
which were obviously suffering “grow- 
ing pains” from too rapid expansion. 
On the other hand, there have been 
others which have met depression on 
its own terms, maintaining their or- 
ganization intact and producing profits 
year in and year out. Still another 
group by virtue of a thoroughgoing 
change in policies and methods have 
greatly improved their operating pro- 
ficiency and should be in an excellent 
position to capitalize profitably further 
general business progress. 

To conclude arbitrarily, however, 
that the position of chain systems will 
be made more secure generally would 


be a false assumption, insupportable 
by the facts. Problems and obstacles 
loom ahead which, even allowing for 
something more than a normal sea- 
sonal upturn in business this fall, will 
not be eliminated or greatly mitigated 
by a larger sales volume. Here again 
the factor of management will play a 
prominent role. Management, how- 
ever, cannot be discredited for failure 
to meet and alleviate conditions which 
really are beyond their scope. One of 
the most vexing and onerous of these 
conditions is the matter of mounting 
taxes. 


Mounting Taxes 


Seeking new and untapped sources 
of public revenue, legislative bodies 
in a number of states have hit upon the 
idea of taxing chain stores operating 
within the confines of the state. At the 
present time there are 15 states which 
impose taxes directly upon chain stores 
and, in addition, there are about 5 
other states which have gross sales 
taxes, which naturally place a consid- 
erable burden upon chain store organi- 
zations. On various occasions in the 
past there has been considerable hue 
and cry directed against chain store 
organizations in the form of propa- 
ganda, much of which has been un- 
founded if not actually malicious. 
Nevertheless, it apparently has been 
successful in impressing lawmakers 
seeking to kill two birds with a single 
stone—obtaining a mew source of 
revenue at the expense of an institu- 
tion unpopular with a minority. The 
trend in this direction is viewed with 
justifiable alarm by chain store execu- 
tives, doubtless having in mind the 
experience of the oil industry which 
has been forced to submit to increas- 
ingly heavy taxes, originally imposed 
in a comparatively small amount in- 
tended to cover the cost of construct- 
ing new highways. Direct sales taxes, 
either state or national or perhaps both, 
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are an imminent possibility. Food, and 
by the same token grocery chains, may 
be exempt from direct sales taxes but 
not so the mercantile, variety and shoe 
chains. The strongest appeal for busi- 
ness which the chains make is based 
on lower prices to the customer and 
any event or condition which reduces 
the effectiveness of this appeal by in- 
creasing prices is in the natural course 
of events bound to curtail profits. 

The threat of increasing taxes is re- 
garded by many chain store officials 
as a more serious menace to profits 
than any other combination of current 
conditions. Whether or not their fears 
are borne out must remain to be seen 
for it is a factor which defies predic- 
tion. The trend, however, toward in- 
creased taxes generally must be con- 
ceded and at this time, at least, it is 
dificult to see how chain stores are to 
escape larger levies. The extent to 
which their earnings will be effected 


will depend upon individual circum- 


stances and the shareholder of the bet- 
ter chain store stocks may be no worse 
off than his brothers interested in other 
industrial groups, for inevitably the 
factor of rising taxes seems destined 
eventually to involve them all. As the 
matter now stands, the fact that chain 
stores already have been singled out 
for special taxation should suffice to 
warn the investor that concerted efforts 
to burden further the industry may re- 
sult in impairing his equity to an un- 


predictable extent. As a straw in the 
wind, the fact that several leading 
chain organizations could easily enlarge 
current dividends, but have failed to 
do so, may be due to their reluctance 
to initiate a rate of dividends which 
later on they might find difficult to 
support. 


Higher Labor Costs 


Increased labor costs through com- 
pliance with N R A codes are another 
item which will have a restraining in- 
fluence on current earnings. Witness, 
for example, the experience of the Na- 
tional Tea Co. In the first 24 weeks of 
this year, the company reported earn- 
ings equivalent to only 30 cents per 
share of common stock as compared 
with $1.32 a share earned in the com- 
parable period of 1933. In the latest 
period, operating costs traceable to 
N R A increased in an amount equiva- 
lent to 90 cents a share. It is hardly 
likely that the experience of National 
Tea in the matter of wage costs differs 
greatly from other chain stores. Other 
organizations, however, may have been 
more or less successful in compensat- 
ing themselves for increased costs 
through an enlarged sales volume. 
Here again the importance of manage- 
ment is emphasized. 

In the face of this situation, it is a 
foregone conclusion that competition 
for volume among chain systems, 


which is normally extremely intensive, 
will become even more vigorous this 
fall. Any marked increases in the 
prices of food, apparel and merchan- 
dise is likely to meet considerable con- 
sumer resistance, as, indeed, they al- 
ready have and it is to be expected that 
the chains will attempt to meet the 
situation by acting guardedly in the 
matter of ‘“mark-ups.” It follows, 
therefore, that the margin of profit on 
present inventories will be lower than 
last year when prices rose conspicu- 
ously. Likewise, the rise in prices last 
year enabled most of the chain sys- 
tems to show a pronounced gain in 
dollar sales, while the proportionate 
gain in unit sales in many instances 
was much less. With higher prices 
accounting for a large part of the in- 
creased sales volume rather than any 
rush of public buying, it seems safe to 
ccnclude that consumers’ needs far 
from being adequately replenished, 
were barely satisfied beyond immediate 
and essential requirements. In other 
words, the potential demand is still 
large; the extent to which it may actu- 
ally materialize, however, in the near 
future must remain in doubt until it 
is possible to obtain a more definite 
conception of those conditions con- 
ducive to freer spending on the part 
of consumers. 

In the matter of replenishing de- 
pleted inventories, it would appear 

(Please turn to page 526) 
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Position of Representative Chain Systems 


Grocery Chains 


Sales 1 Earnings Earnings 
ist 7 mos. Gain Earn- 1st 6 1st 6 
1934 ings mos. mos. Recent Divi- Yield 
(thousands) Loss 1933 1933 1934 Quotation dend % 
American Stores 66,254 +5.9 3.22 1.82 1.60 42 2.00 4.9 
First National... .. 36,176(b) +5.3 4.90(a) NF NF 64 2.50 4.0 
i RSOERT ocsca ccs 118,203 +8.4 2.51 1.25 1.27 29 1.60 5.5 
| National Tea...... 32,518 —4.7 1.70 1.32 0.30 10 0.60 6.0 
| 
Safeway Stores....... 125,498 +9.7 3.76 2.13 1.61 46 3.00 6.5 
Drug Chains 
Peoples Drug.......... 9,331 +6.0 4.27 0.96 3.01 40 1.00 2.5 
ee 30,467 +19.1 2.04(f) 0.51(g) 1.25(g) 25 1.00 4.0 
Variety and Shoe Chains 
A eG. or 42,379 +8.6 2.80 NF NF 32 1.00 3.1 
ASSN RTOTIOY 055 6: 6°5-0)3 9555 0:5:%:s NF .-.. 43.66 d2.63 d0.40 4 aes wnaaerd 
SS ee ee 72,764 +13.4 1.51 NF NF 18 0.80 4.4 
ro 39,442 +25.6 4.23 NF NF 58 1.00 2:7 
| Melville Shoe............. 14,265 +388.4 3.23 1.04 2.69 36 2.00 5.5 
| F. W. Woolworth.......... 143,341 +11.5 2.96 NF NF 50 2.40 4.8 
| Mail Order and Miscellaneous Chains 
| Montgomery Ward... 110,698(c)+34.9 0.18 NF NF me xe ake 
JCP POUney:<.565655 103,990 +22.9 5.51 1.27 2.59 58 2.20° 3.9 
Sears, Roebuck............ 140,640(e) +29.0 2.35 NF NF 35 aes ae 
OO a ae NF 0.26 d0.03 0.12 8 0.24 3.0 
(a) Year ended 3/31/34. (b) 17 weeks to 7/28. (c) 6 mos. to 7/81. (d) Deficit. (e) 24 weeks to 7/16. 


COMMENT 


| 
| 
Dividend secure. Costs up. 
Earnings would warrant dividend increase. | 
| 
Staging a strong comeback. Dividend secure. 


N. R. A. costs account for sharp drop in earn- 
ings. 


Dividends safe. Attractive for income. 


Higher dividend warranted. 
Sales expanding steadily. Could pay more. 


Could increase present dividend. | 
Highly speculative. ~- 

Steady earnings secure dividends. 

Another extra dividend probable this year. 
Higher dividends a logical expectation. 
Investment issue attractive for income. } 


May feel effects of drought in last half. | 

Further extras probable. 

Drought conditions an uncertain factor. | 

Sales up. No change in dividend indicated 
J 


(f) Year ended S2pt. 30. (g) 6 mos. ended 
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Extra Dividends 


Looking over the number of extra 
dividends that have been declared re- 
cently, it would seem that business 
cannot be so poor after all. DuPont 
declared a 50-cent extra, thereby pass- 
ing on to its stockholders and a little 
more to spare the extra received on 
holdings of General Motors. Beech- 
Nut Packing came through with 
rather an unexpected 25-cent extra for, 
while the company is strong financial- 
ly, earnings are not greatly in excess 
of the regular $3 rate. Commercial 
Investment Trust declared a 25% extra 
in stock and followed this by declar- 
ing the usual cash dividend on the in- 
creased amount of stock. Then, among 
a number of others there have been the 
usual extras from the gold mining com- 
panies, the whole dividend picture giv- 
ing one the impression that corporate 
officials were about to embark upon 
a policy of greater generosity to stock- 


‘holders. 


* * * 


Sears’ Prospects 


Reporting a profit of $6,808,189 be- 
fore Federal taxes for the twenty-four 
weeks ended July 16, 1934, Sears, Roe- 
buck & Co. did rather better than was 
expected of it. Unfortunately, there 
are several obscurities in the outlook 
for the second half of the year. Per- 
haps the most important is the reduc- 
tion in prices that has been made on 
many items in the fall and winter 
catalogue. This would seem to indi- 
cate a substantial lowering of the some- 
what abnormal profit-margin that the 
company has been enjoying. It is a 
question whether increased volume can 
offset such a lowering of the profit 
margin. In the drought areas, despite 
a flood of government money, sales 
must fall off. On the other hand, in 
the East, the Southeast and on the 
Pacific Coast, the company does a 
big business and these territories are 
now relatively prosperous, so that sales 
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For Profit 
and Income 


in these regions ought to register sub- 
stantial increases. Checking the ad- 
verse against the favorable, it prob- 
ably would be a fair guess at this early 
date to say that Sears’ profits for the 
full year 1934 should about equal those 
of last year when $2.35 a common 
share was shown. 


* * * 


Steel Pay-Point 


It might have been thought that the 
increased efficiency wrought by the 
pressure of depression would have low- 
ered the point at which steel opera- 
tions become profitable. Normally this 
undoubtedly would have been the case. 
Owing, however, to higher labor and 
other costs it may well be in actuality 
that the steel companies require now as 
high a rate of operations in order to 
make money as they required in 1929. 
In the first quarter of this year when 
ingot output averaged about 40% of 
capacity only the most favorably situ- 
ated companies managed to stay out 
of the red. In the second quarter, 
with operations averaging about 54% 
of capacity virtually all the principal 
companies managed to make a little 
money. It would seem therefore that 
the industry’s pay-point today is in 
the neighborhood of 50% of capacity 
operations. This contrasts with pres- 
ent operations of less than half the 
activity needed to make money and, 
while there undoubtedly will be some 
pick-up this month, it is clear that the 
steel companies have a long way to go 
before arriving at a soundly profitable 
basis. 

. + * 


Profits from Installment Selling 


The business of the two big install- 
ment financing companies, Commercial 
Investment Trust and Commercial 
Credit, is almost booming at the pres- 
ent time. Not only have they bene- 
fited from the vastly increased public 
purchasing of automobiles, refrigera- 
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tors and the like which are usually | 


bought on the installment plan, but 
the money that they themselves need 
to finance their operations has been 
obtainable most advantageously. 
the first six months of this year, Com- 
mercial Investment Trust’s net income 


set a new high record for any such f 


period in the company’s history. Earn- 
ings were equivalent to $2.54 a com: 
mon share, compared with $1.12 in 
the first six months of 1933. 
management also looks upon the pros 
pect hopefully can be seen from the 
extra of 25% in stock and the regu 
lar 50-cent quarterly dividend de- 
clared on the increased amount of 
stock. Commercial Investment Trust 


probably will report very close to $4 


a share earned on the new stock for 
the full year 1934. Commercial 
Credit for the first six months of this 
year reported earnings equivalent to 
$1.72 a share of common stock, com: 
pared with but 16 cents a share in the| 
corresponding previous period. For} 
the full year 1934, this company’s} 
earnings are expected to be somewhat 
better than $3 a common share, a 
margin over and above the regular 
common dividend of $1 such as would} 
lead one to expect either a higher regu 
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lar rate or an extra within the near 
future. 
; = & } 
Fertilizer Profits Up 

A few weeks ago the Government} 
estimated that farm purchasing power| 
this year would be a third greater than| 
that of 1933, despite the great damage 
wrought by the drought. Among the 
many things for which the farmer will 
spend his larger income is fertilizer, 
particularly the cotton farmer who is 
now selling his product on the basis 
of 13-cent cotton futures and is re 
ceiving in addition Government grants 
for having taken acreage out of pro’ 
duction. This state of affairs already 
has been reflected in the earnings of 

(Please turn to page 528) 
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Taking 


the Pulse of Business 


— Autumn Steel Hopes 


ITH this issue we 
present a completely 
revised series of busi- 

ness indexes which will en- 


The small 


immediately following this review, are self-explanatory. On 
Wyckoff Barometer we have substituted a curve of 
average raw material prices, expressed in percentages of 
the 1923-5 average, in place of the New Order graph, for 
which data have become available too tardily to be of 
great current value. The new Business Activity index, 
though made up of the same components as the old index, 
is now also expressed in percentages of the 1923-5 average, 


instead of in percentages of the previous year; since some 
com: 


of our readers found it difficult to interpret the index on 
the old basis. The curve is adjusted for seasonal varia- 
tions. 

It is encouraging to note that our Business Activity 
index has been advancing for four consecutive weeks—a 
circumstance which, taken in conjunction with the rise in 


» Raw Material Prices to a new high on the recovery, would 


appear to indicate that the customary autumn quickening 
has already set in. 
This conclusion is strongly fortified by recent Govern- 


subsidies) during the second half of the present calendar 


) year, despite the drought, will exceed that of the corre- 


sponding period in 1933 by $1,061,000,000, or 37%; com- 
pared with an increase of only $546,000,000, or 27%, for 


— Copper Demand Quiet 

— Petroleum Stocks Reduced 
— Motor Output Lower 

— Rising Cigarette Demand 


the first six months. For the 
entire year, farm income is 
expected to surpass that of 
1933 by $1,607,000,000, or 
33%. Thus, so far as con- 
cerns its effect upon the ag- 
gregate business of the coun- 
try, it seems quite possible 
that the drought may help to hasten recovery, while pur- 
chasing power even in the stricken regions will be much 
less curtailed than was at first feared; since the lion’s share 
of Federal aid in one form or another (approximating 
$1,000,000,000) will flow into the drought area. The 
principal adverse effects will be a drop in freight income 
for railroads which serve territory in which spring wheat, 
cotton, and live stock have suffered most; but this should be 
partly offset by heavier inbound freight on roads serving 
the more prosperous agricultural communities, where higher 
prices will add to purchasing power. 

A somewhat greater than normal seasonal drop in em- 
ployment, payrolls and retail sales, which is reported to 
have taken place in July, is probably a direct reflection of 
the reaction in general business activity at that time, and 
not closely related to the drought whose worst damage was 
done in August. Thus factory employment in July was 
3% lower than in June, but 10% ahead of July, 1933; 
while payrolls were 7% below June, but 19% larger than 
a year ago. Turning now to the figures on consumption, 
it appears that the dollar volume of building contracts let 
in July, though 6% lower than in June, was 45% ahead 
of July a year ago. Department store sales in July were off 
3% from June; but 3% ahead of last year; chain stores 














ae a 


Cost of 





Raw Material 


RAW MATERIAL PRICES 
"1923-25 AVERAGE «100 


Business 


Common Sfoc 





COMMON STOCK PRICE INDEX 


DJ FMAM J Md JA 
i930 | 1931 i932 





C.G. Wyckore BAROMETER OF BUSINESS TRENDS 


COPYRIGHT - ~ TUE MAGAZINE OF WALL STREET 


ness Credit 


=e of Well Street's = Se es 


index ~ 










1N3D U3d 


WRADYRMOS 
of000000§ 
OONJOVIIAV $2-€2761 


ALIAILIV §S 


SANISNS 


nN 
°) 


O¢ 


M'A'M! J 
i934 





| 
| 
| 
W& EXCHANGE CLOSED | 





1933 











for SEPTEMBER 1, 1934 


513 





sold the same dollar’s worth of goods in July as a year ago; 
though grocery stores did a 2% better business, measured 
in dollars, with unit sales 4% under last year. Variety 
stores report for July a dollar business of 8% below June, 
but 7% ahead of last year. Retail sales in rural districts, 
though off 15.5% from June, ran 6% above last year in 
dollar totals. During the first half of August, sales of lead- 
ing mail order houses held up remarkably well in compari- 
son with last year, despite early hesitation among consumers 
induced by the drought scare. 

In view of the foregoing favorable factors, added to grow- 
ing belief that inflation under devious guises has already 
started, it is scarcely surprising that the Common Stock In- 
dex has recently improved notably. 


The Trend of Major Industries 


STEEL—With rail mills completing the last of orders 
placed earlier in the year under government sponsorship; 
with railroad equipment repairs falling short of expecta- 
tions, due to mounting costs and falling railway income; 
and with automobile production declining in preparation 
for extensive shut-downs over Labor Day; the country’s 
steel ingot output rate has dropped below 22% of capacity. 
Monetary and political uncertainties have, it is true, held 
up buying of steel to some extent; yet consumption, sus- 
tained largely by government construction work, is un- 
doubtedly running ahead of production. It is thus antici- 
pated that activity at steel mills should begin to pick up 
rapidly not long after Labor Day, especially if the present 
belief gains ground that incipient credit inflation has al- 
ready begun to appear. 


METALS—Following nationalization of silver, domestic 
prices for the white metal have remained pegged at 4934 
cents. A slightly firmer tendency, however, is currently 
evident in the London open market, under stimulus of pur- 
chases by our Government, though thus far supplies, espe- 
cially from China and India, have sufficed to prevent a 
run-a-way market. It has been pointed out that a joker in 
the silver purchase plan might forestall any spectacular ad- 
vance in silver; since our Government, by devaluing silver 
in proportion to the cheapened gold dollar could attain the 


PETROLEUM--Although the “hot oil” pest is currently [ 
tending to undermine gasoline prices in scattered localities, 
this unsettling factor may be regarded as comparatively 
temporary in view of the slow improvement which is taking 


place in the industry’s statistical position. 
oil have been reduced by 4,000,000 barrels during the past 
month, and gasoline stocks are now close to a million bar- 
rels below last year in the face of a 6.8% increase in do- 
mestic consumption. Practically, it may be said that the 
industry has been stabilized under government regulation, 


AUTOMOBILES—Motor car output in the United 
States came to 266,000 units in July—a decline of 13.4% 
from June, but an increase of 16.2% over last year. Au 
gust production may drop to 215,000 units, and no haste 
in preparing for new models is now evident, since the cus- 
tomary national automobile show in January will not be 
held. With declining prices, mounting costs, and threats of 
more concentrated competition from a possible merger of 
smaller companies, profit outlook for the industry as a whole 
is none too rosy. 


TOBACCO—Cigarette output in July rose to 19.2% 
higher than a year ago, compared with a seven-months’ 
average gain of 9.8%. All other forms of tobacco showed 
a decrease from July of 1933. Resumption of the expand- 
ing trend in cigarette consumption, which had been inter- 
rupted in May and June, may help some to offset rising 
costs of the leaf consequent upon this year’s reduced crop 
and shrinking inventories. Production of flue-cured tobacco 
for the current season is estimated at 527,000,000 pounds 
—or 30% smaller than last year’s crop, and 16% below 
world consumption. Total supplies in the United States at 
the opening of markets this year were estimated at 1,300, 
000,000 pounds, or 8.5% below last year. 


Conclusion 


So far as the nearby future is concerned, practically all of 
the general business indexes, and a number of the less 
tangible developments since our last issue, may be regarded 
as favorable. The Cost of Business Credit remains at an 
extremely comfortable low level; the indexes of Raw Mate- 

















three-to-one ratio be- rial Prices, Business 
tween the monetary Activity and Com 
values of gold and sil- mon Stock prices are 
ver stocks by acquiring all moving upward; 
in foreign markets a consumer purchasing 
mere 190 million addi- power and actual sales 
tional ounces above of both capital goods 
present holdings. U. S. and consumers’ goods, 
fabricators and users of are running ahead of 
copper are in the main z production, with conse- 
covered fairly well on f° =f} quent reduction in sur- 
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1933 Indexes 1934 Indexes 
——_————. Number te ~ 
High Low Close of Issues COMBINED AVERAGE High Low Aug. 11 Aug. 18 Aug. 25 
71.3 22.7 52.9 312 (1925 Close—100) 71.2 41.5 48.2 48.9 62.4 
13. 0 26.8 68.6 5 = Agricultural eens - 105.7 45.3 47.6 47.2 56.0 
7.8 7.3 27.1 5 Amusements. . 42.3 20.2 21.9 22.5 25.2 
50.8 12.4 41.3 14 Automobile Accessories. 58.9 35.2 38.0 38.4 42.0 
22.7 7.3 18.0 13 Automobiles.............. 24.9 11.8 12.3 12.6 13.8 
102.9 41.8 61.6 6 Aviation (1927 Cl—100).... 92.5 48.2 61.3 61.0 653.2 
26.5 65.1 12.2 4 Eeting (1926 Cl.—100).. 17.4 9.4 9.9 10.0 10.1 
157.5 79.9 145.6 a. Oe eee .O 118.8 118.8 121.5 123.0 
357.1 86.8 207.0 3 Bot. & Cks. (32 Cl.—100).. 240.9 155.7 165.8 170.1 180.5 
128.8 39.8 107.6 5 Business Machines........ 136.0 100.1 103.9 105.7 112.9 
191 1 92.9 189.1 De EI hcaiesicnsae tniene 204.3 178.9 187.6 192.3 199.1 
238.2 71.& 193.6 ee ee 210.6 136.2 142.1 143.3 1658.6 
34.8 11.3 28.0 1G Compiricden.. ........6.0s006 37.2 22.1 28.8 25.0 26.9 
81.0 20.3 654.9 OD Mc saeat cone es occa 70.1 44.2 61.0 48.0 61.0 
47.7 23.0 25.7 S Dairy Predees. ....2...5<. 37.0 25.7 32.7 83.8 36.1 
27.3 6.6 19.6 8 Department Stores........ 26.8 16.7 17.5 18.1 18.5 
89.0 45.3 57.0 9 Drugs & Toilet Articles..... 84.2 57.0 61.2 61.4 67.6 
104.0 35.6 75.4 4 Electric Apparatus......... 91.3 60.4 63.2 62.6 67.6 
104.6 33.2 103.8 2 Finance Companies........ 178.3 103.8 155.0 159.5 163.1 
75.2 32.6 52.0 © Pec ccnccewcss 64.0 61.1 60.6 60.3 62.5 
77.5 40.5 58.6 ls, 71.1 68.8 658.4 57.9 60.0 
1365.0 481.2 1180.8 3 Gold Mining..............1372.0 1115.0 1343.0 1303.0 1307.0 
30.3 10.5 26.0 6 Household Equipment..... 35.1 25.1 26.8 28.2 30.5 
38.0 14.5 23.1 6 Investment Trusts......... 31.8 19.3 20.9 21.6 23.6 
360.0 85.0 244.6 2 Liquor (1932 Cl.—100)..... 295.5 164.0 170.7 167.8 191.3 
47.4 13.5 39.4 D Pe ia oe ce case's 563.4 34.2 35.3 35.5 40.3 
120.3 21.9 57.2 3 Meat Packing 88.6 51.9 64.6 69.0 74.0 
136.4 30.1 132.6 11 Metal Mining & “Smelting. . 160.1 121.6 140.0 134.2 142.1 
83.4 29.3 66.0 a ee 86.8 53.6 57.6 657.7 60.0 
30.2 6.7 15.3 8 Phonos. & Radio (1927-100) 25.0 15.2 16.7 17.5 18.3 
104.0 40.8 49.0 20 Public Utilities............ 72.8 42.5 43.4 44.0 48.2 
69.4 17.7 53.4 8 Railroad Equipment....... 66.2 36.8 38.0 39.5 42.8 
63.0 16.3 34.5 ae. ere ee 52.0 25.8 25.8x 27.0 981.3 
44.3 6.2 30.0 8 Shipbuilding.............. 50.2 29.4 34.0 385.5 39.7 
148.6 57.8 126.7 2 Soft Drinks (1926 Cl.—100). 150.3 114.0 oe 127.5 129.7 
69.1 19.1 61.8 SD “Barer Oi oss e oc siccives 77.0 42.1 45.2 46. 62.7 
29.6 7.3 21.8 ME oa divtee vices oases. 3'aj6r0 31.3 20.5 26. 27.9 28.5 
216.5 79.3 200.8 ee ea 214.0 141.7 147.3 147.6 156.1 
82.3 28.1 61.4 3 Telephone & Telegraph.... 70.3 45.3 46.9 47.5 61.3 
82.2 22.5 49.1 i:  — sana a 65.8 37.6 42.0 41.6 42.8 
15.1 3.0 11.0 & Tires & Rubber........... 14.6 7.6 9.1 8.9 9.7 
90.2 46.2 69.4 We sie visi caseics oe sere 78.2 66.5 75.7 76.6 179.4 
57.2 22.3 57.2 Scere ere 69.1 43.3 an 3 67.2 69.1h 
52.9 23.3 43.6 3 Variety Stores. . 124.6 43.6 8.3 115.9 124 6h 


h—New HIGH record since 1931. “tee LOW record this year. 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 


interested or on the standing and reliability of your broker. 


This service in conjunction with 


your subscription should represent thousands of dollars in value to you. It is subject only to the 


following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 
Special rates upon request for those requiring additional service. 





WESTINGHOUSE ELECTRIC & 
MANUFACTURING CO. 

I was not particularly encouraged by 
Westinghouse Electric’s recent report. In 
face of this, I am wondering if you believe 
st advisable to hold this stock for the 
longer term—A. L. O., Kansas City, Mo. 


Westinghouse Electric & Manufac- 
turing Co. reported for the June quar- 
ter of the current year a net profit of 
$1,744,427, equal, after allowing for 
dividend requirements on the 7% pre- 
ferred stock, to 65 cents a share on the 
common. This compared with a loss 
of $1,776,152 in the preceding quarter 
and $2,078,424 loss in the June quar- 
ter of 1933. Although the demand 
for heavy electrical equipment remains 
at a low ebb, the management's efforts 
in the development of household appli- 
ance sales have apparently been emi- 
nently successful. Orders received 
during the June quarter are under- 
stood to have registered a 92% in- 
crease over those of the like 1933 
period. The profit registered in the 
June quarter almost entirely wiped 
out the preceding quarter loss of $1,- 
776,152 and is particularly encourag- 
ing when compared with the $5,570,- 
016 loss sustained in the first six 
months of 1933. The balance sheet 
dated December 31, 1933, revealed cur- 
rent assets of $75,379,756, including 
cash and equivalent alone of more than 
$27,000,000 against current liabilities 
of but $4,554,537. The company will 


unquestionably continue to receive 
spasmodic orders for heavy equipment, 
but a return to its former highly profit- 
able operations must await a more 
normal market for new bond issues. 
It is our feeling that this will not be 
long delayed, since the Administration 
recognizes the necessity of stimulating 
the capital goods industries, if the 
present unemployment situation is to 
be relieved. In the meantime, sales of 
lighter electrical appliances should 
continue the expansion recently in evi- 
dence and this should be furthered by 
lower electric power rates in many sec- 
tions of the country. On the basis of 
their longer term appreciation possi- 
bilities, we suggest continued retention 
of your holdings at present reasonable 
prices. 


McINTYRE PORCUPINE MINES, 
LTD. 


What is your opinion of McIntyre Por- 
cupine at prevailing quotations? Do you 
believe the monetary outlook indicates 
higher prices for the stock? Would you 
hold or sell 150 shares now showing 12 
points profit?—T. J. B., Cheyenne, Wyo, 

With the abandonment of the gold 
standard by many of the principal na- 
tions of the world, brought about by 
depression influences, there developed 
considerable speculative interest in the 
gold mining industry. In relation to 
the off-gold currencies, revenues of 


gold producers registered a sizable im- 
provement. 


67 an ounce. The price for an ounce 
of gold today in this country is $35 


For many generations the | 
statutory price of gold had been $20.- | 





and there is the possibility that this | 
will be increased to $41.34 per ounce | 
according to the discretionary power | 
now in the hands of the President. | 


Because the Canadian 
strongly influenced by the American 
dollar it too has fallen in terms of gold 
with the result that Canadian mines 
are obtaining almost the same premium 
as American. Among the companies 
to benefit most from the premium be- 
ing paid for gold is McIntyre Porcu- 
pine Mines, Ltd. It is the third largest 
Canadian producer and in the past 22 
years has uncovered more than 7,500, 


dollar is | 


000 tons of ore, ranging in value from | 


$7 to $11 per ton. Proven ore re- 


serves are extensive and under present [| 


conditions highly profitable operations | 
At the present divi- | 


should continue. 
dend of $2 a share per annum, less 
than half the company’s indicated 
earnings, the stock is not unattractive 
on a yield basis, not taking into ac- 
count the possibility of extras. In the 
June quarter of the current year net 
income of the company was equivalent 
to $1.19 a share on the capital stock 
against $1 a share earned in the cor- 
responding interval of last year. At 
this rate, earnings for the full year 
(Please turn to page 521) 
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COSTLY TO WAIT 


Take a profitable long position 
now for a substantial Fall Advance 








| on market is witnessing the preparatory phases of 

an upswing which may easily cause a 20-point rise 
in the averages. Will you be among the hesitant, 
unguided investors and semi-investors who miss the 
"cream'' of each advance? Or, will you take ad- 
vantage of the opportunities for profit by entering 
your commitments at once for the potential market 
leaders selected by our specialists. 


Many “Bullish” Factors Present 


Convincing indications point to a higher market this 
Fall. The President of the U. S$. Chamber of Com- 
merce, The President of the American Federation of 
Labor, Secretary of Labor Perkins, Secretary of Cem- 
merce Roper, and other outstanding leaders of trade 
join in predicting a decided improvement. 


From private sources reports have reached us of 
sweeping changes likely to be made in the N.R. A. to 
stimulate business prior to Congressional Elections. 
Silver Buying is expected to cause an expansion in the 


currency of almost a billion dollars by the end of the 
year. The new housing campaign will give impetus to 
various industries. Despite the drought, farm income 
should register a gain of $600,000,000 over last year. 
Wholesale prices are the highest in three years. Banks 
appear eager to lend funds to assist trade on a large 
scale. 


Buy Now Before Prices Bulge 


Favored issues are still at bargain levels. However, 
you have only to hark back to April, 1933, to recall 
how rapidly prices can surge upward once a rally be- 
gins. Market foresight demands that you act without 
delay. 

Your subscription to the Forecast, placed now, will 
enable you to share in the profits which should result 
from our present campaign. As soon as your enroll- 
ment reaches us, we shall wire you what securities to 
purchase so that your funds may be employed to the 


utmost advantage. 


CThe INVESTMENT and BUS INESS FORECAST 








90 BROAD STREET 


I enclose $75 to cover my six months’ 


telegrams I select I will receive the complete 
Send me collect telegrams on all recommendations checked below. 


time to reach you.) 


C] TRADING 
ADVICES 


Short-term recommendations following the intermediate rallies and declines 
that may be applied to the purchase of investment and semi-investment securities). 
Three to five stocks carried at a time. 
in 10 shares of all recommendations on over 50% margin. 


six wires a month. 


The MAGAZINE of WALL STREET 


CABLE ADDRESS: TICKERPUB. 


test subscription to The Investment and Business 


service outlined by mail. 








NEW YORK, N. Y. 


Forecast. I understand that regardless of the 


($125 will cover an entire year’s subscription.) 


-s will be sent you in our Private Code after our Code Book has had 


(to secure profits 
Four to 
$1,000 capital sufficient to act 








| UNUSUAL Speculative investments in low-priced but sound issues that offer outstanding possibilities for 
> market profit. Two to three wires a month, Three to five stocks carried at a time. $500 
OPI ORTUNITIES capital sufficient to purchase 10 shares of all recommendations on over 60% margin. 
[ | BARGAIN Dividend-paying securities entitled to investment rating, with good profit possibilities. Two 
INDICATOR to three wires a month. Three to five stocks carried at a time. -$1,000 capital sufficient 
f to purchase 10 shares of all recommendations on over 50% margin. 
| ee rer err wr rn ek as hee eee ee ee ee Pe eee a et CAPITAL OR EQUITY AVAILABLE... .... 0. cece cecrsnececccccs 
OO Ae ae ee re Pee ee ee ee Te eee Se TK RU Tee eC CRT CTT EE REET eee roe ee ge A 
ee rr ee. | eee Peer Te ee Tee ee Tae eS ee ec Ore Te eT eer ee ETT Tee TE Te TT Sept. Ist 
ete List of Your Present Holdings for Our Analysis and Recommendations 
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Electric Bond and 
Share Company 


Two Rector Street 
New York 


























Dividends & Interest 














UNION CARBIDE 
AND CARBON 
CORPORATION 


Vv 


A cash dividend of Thirty-five 
cents (35c) per share on the out- 
standing capital stock of this Cor- 
poration has been declared, payable 
October 1, 1934, to stockholders of 
record at the close of business 
September 4, 1934. 

ROBERT W. WHITE, Treasurer 











E. I. DU PONT DE NEMOURS & CO. 
Wilmington, Delaware, August 20, 1934. 


The Board of Directors has this day declared a 
quarterly dividend of $0.65 a share and an extra 
dividend of $0.50 a share on the outstanding $20 
par value Common Stock of this Company, payable 
September 15, 1934 to stockholders of record at the 
close of business on August 29, 1934; also divi- 
dend of $1.50 a share on the outstanding debenture 
stock of this Company, payable on October 25, 
1934 to stockholders of record at the close of 
business on October 10, 1934. 

CHARLES COPELAND, Secretary. 


THE BELL TELEPHONE COMPANY 
OF CANADA 


Notice of Dividend 


A dividend of one and one-half per cent 
(1.50%) has been declared payable on the 15th 
of October, 1934, to shareholders of record at 
the close of business on the 22nd of September, 


1934 
F. G. WEBBER, Secretary. 
Montreal, August 22nd, 1934. 


TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a distribu 
tion of fifty cents per share on the Company’s 2,- 
540,000 shares of capital stock without nominal 
or par value, payable September 15, 1934, to 
stockholders of record at the close of business on 
September 1, 1934. 

H. F. J. KNOBLOCH, Treasurer. 











To the President of a 

Dividend-Paying Corporation :— 
Why should you publish your dividend 
notices in The Magazine of Wall Street? 

You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our magazine, 
as sound securities to add to their 

0. " 

By keeping them informed of your di- 
vidend action, you create the maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securities among these influential 
investors 





Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 
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Odd Lots 
Full Lots 





TOCKS - BOND 


Commission Orders 
executed for cash or 
conservative margins. 





Walter J. Fahy & Co. 


Members New York Stock Exchange 


29 Broadway New York 
Uptown Office Albany, N. Y. 
522 Fifth Ave. DeWitt Clinton Hotel 














BONDS 
COMMODITIES 


Folder explaining margin require- 


STOCKS — 


ments, commission charges and 
trading units furnished on request. 


Cash or Margin Accounts 
Inquiries Invited 


SPRINGS &CO. 


“BROKERAGE SERVICE SINCE 1898" 
New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 

and other leading exchanges. 


60 Beaver St., New York 


Members { 








OPENING AN ACCOUNT 
Many helpful hints on trading procedure 
and methods in our booklet. Copy free 
on request. Ask for booklet MC 6 

Any listed securities bought and sold 


(HisHoLM & (HAPMAN 


Established 1907 
Members New York Stock 
52 Broadway 


Exchange 
New York 














Censorship 


The Magazine of Wall Street rejects 
more advertising per issue than any 
other financial publication. The high 
standards demanded by The Magazine 
of Wall Street assure our readers of 
the reliable source of information an- 
nounced by our advertisers. Bankers, 
institutions and investors read the Maga- 
zine to gain information of the offerings 
of responsible firms. 
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Right 


Downtown 


“AGLOW WITH FRIENDLINESS” 


When you stop at Hotel Fort 
Shelby, you don't waste 
valuable minutes “getting 
places’; you're near every- 
thing—the shops, theatres 
—even the transportation 
depots. 900 rooms and 
suites — all with private 
bath — circulating ice 
water — box-mattressed 
beds and tip - eliminating 
servidors. Rooms $2 to 
$10. Suites $6 to $25. 


Three popular 
priced restaurants. 
lobby Shops. 
Radio. Garage. 


MAYNARD D. SMITH v 
President 


DETROIT 
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New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 
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— ~ a aoe Sale $ Per 
M High Low High Low High Low 8/22/34 Share 
Mathieson Alkali................. 20% 9 4654 14 4034 30 29 1% 
May Dept. Stores................ 20 9% 33 934 443g 30 38 1.60 
Mcintyre, Porc M............... 2154 13 4844 18 5034 38% 4834 2 
McKeesport Tin Plate............ 6244 28 9534 44% 9444 179 884 4 
Mont, Ward Bo... . 2. .se0cc0s 164 3} 2874 854 3554 20 25 ae 
N 
eee 1934 8 27 11% 3214 1254 1574 1 
0 aaa 4674 20% 6054 314 49% 81 33% 2 
National Cash Register A......... 1834 64 2354 5% 2354 12 15 .50 
National Dairy Prod.............. 313% 143, 2534 10% 1834 13 174% 1.20 
National Distillers............... 2714 13 3514 20% 315g 16 194% a 
National Power & Light......... 2035 654 2014 6% 15% 1% 874 .80 
oS eee 337 8 134 5514 15 68144 37% 39% 1 
North Amer. Aviation............. 6% 14% 9 4 834 25% 334 oa 
North American Co............... 4312 1334 3614 1244 2544 12 14% .50 
oO 
1 eee err. | | 5 1754 434 15% 814 1054 .30 
SS eee ee eee 2214 9 2544 10% 193g 183% 15 .60 
Otis Steel... .. o. 14 94 % 8 3% 434 ae 
Owens Ill. Glass... 4214 12 9634 3114 94 6144 70 3 
Pp 
Pacific Gas & Electric............ 37 16% 31% 15 2314 15% 16 1% 
ey Be errr 4714 2034 4334 22 37 2314 26} 3 
Packard Motor Car.............. 54 114 6% 134 65g 234 314 e 
Paramount Publix................ 11% 144 212 B74 6% 1% 4% mm 
I ME SED cn nke dscns ns 0000s 3414 13 56 194 67% 51% 5914 2.20 
Peoples Gas—Chicago............ 121 39 78 25 437%, 22144 2534 a 
Phelps Dodge Corp.............. 115% 3% 18% 414 187%, 1834 17 t.50 
Phillips Petroleum............... 8% 2 1834 434 20%, 144% 17 1 
Procter & Gamble............... 4234 19% 47\s 195, 414% 33% 3814 14 
Public Service of N.J............. 60 28 57% 3256 45 31 34 2.80 
So: Se rrr 28 10% 5814 18 5934 3834 41% 3 
2 eee er 64 2% 1534 2% 14% 134 84% 5 
ey 15% 43% 2534 5% 1934 9% 1034 1 
R 
Radio Corp. of America........... 134% 2% 124% 3 9% 444 6% 
Radio-Keith-Orpheum............ 734 144 6% 1 44 144 2% 
Remington-Rand..............+5+ 1% 1 114% 214 1334 6 
NS Oa 13% 1% 23 4 2534 10% 1434 
Reynolds (R. J.) Tob. C1. B....... 4014 2614 5414 2614 4654 3934 455 
SS eee eae 12% 3934 175% 394; 82% 33% 1.86 
eT err 5914 30% 6234 28 57 44 4754 3 
Sears, Roebuck & Co...........-. 873%, 9%, 47 124 51% 81 31%. 
Seaboard Oil—Del.......... sosss BOD 65% 4334 15 383g 2334 28 *.90 
SE Sao 5% 1% The 1% 9 4% 64% i 
A ee 1234 134 534 13% 634 814 24 
SSO Se eer 834 24 1154 4 11% 614 14 re 
OS err rr ee 13% 234 31 4% 241% 8% 11% oer 
Socony-Vacuum Corp..--......... 18% 6% 17 6 19%, 1254 181, ‘60 
OST SS, Sees 3234 1534 28 14% 2214 #13 1334 144 
Standard Brands................. 177 83% 3754 1354 25144 17% 2034 1 
Standard Gas & Elec. Co......... 34% 1% 2214 5% 17 6% 814 on 
Standard Oil of Calif............. 31% 15% 5 1914 4274 3054 3534 1 
Standard Oil of N. J....... 2.00206 3734 19% 474 2234 50% 4054 45 1 
Sterling Products...............- eT, 4534 6614 4144 59% 3.80 
Stewart-WAMEL. 2.0.0.0 sccccesce 814 1% 114% 2% 1054 4 644 yo 
Stone & Webster................ 1734 4% 194 544 1314 4% 63% 
Studebaker Corp.......2 20.0000 1334 212 836 144 944 24% 3 
T 
SE MORE cb in ascinin oo esse iee cies 1844 94 30% 1034 29%, 20 yy 1 
Texas Gulf Sulphur.............. 2634 12 4 15% 4334 30 3454 3 
Tide Water Assoc. Oil............ 554 2 1134 3% 1434 8144 
Timken Roller Bearing........... 23 134 35 4 13% 41 : 24 ‘ 2914 1 
Transamerica Corp............... 7% 2% 934 254 84 5% +.25 
Tri-Continental Corp...........-- 54 1% 834 234 634 3% 44 
U 
Underwood-Elliott-Fisher......... 24% 13 3914 5114 36_ 4734 2 
Union Carbide & Carbon.......... 3636 1514 51% 1934 507, 35% 4234 1.40 
SOL oS a eee 15% 8 23 84 2014 31834 16 1 
United Aircraft & Trams........... 343% 6% 46% 16% 373g ©1854 147% 
SMO CORTON no .o:00 5010000600550 18 654 38 104% 46} 5 4314 2.40 
1 CR eee 344 1414 8% 3% 4% 
United Corp. eer 3934 20 407% 22% 37% 2434 2814 3 
United Prait.....c.cccccccccsscees 3234 104% 68 23% 77 59 73% 214 
TION MERE EMD. 2..0:-.000.000000008 94 25 13% 20% 14% 14% 1.20 
U. S. Industrial Alcohol........... 3614 13% 94 13% 6434 34!4 403% si 
ee Se SS ae es 18% 1% 22% 6% 33 «154 2114 .50 
0; 55s POND x 0 0 no nice s nc 00.90.6000. 1134 144% 244 1234 4 6 a 
S&S eee te eeeee 10% 14% 25 2% 24 11 1734 me 
U. S. Smelting, Ref. & Mining..... 2234 10 10554 134 141 9654 =: 13634 t7 
Be OS eee 5254 21144 67% 2334 5974 31% 35 sis 
SO | eer ; 5142 10544 9914 8014 2 
Util. Power & Lt. A... ...cccccee. 1034 1% % 1% 534 2 \% 
Vv 57 - Va 
Vanadium Corp.......0.--ssseeee 2334 5% 3614 1% 3134 14 1834 
Ww , s 
Warner Brothers Pictures......... 4% % 9% 1 844 2/4 434 
Western Union Tel............... 50 123% 11% 17% 66% 30% 3614 
Westinghouse Air Brake.......... 18% 9% 355 ‘1 11% 36 15% 1814 50 
Westinghouse Elec. & Mfg........ 434% 1554 5834 193% 474, 27% 3334 me 
Woolworth Co. (F. W.)........--. 4554 22 50% 25% 547, 4114 6054 2.40 
Worthington Pump & Mach....... 5 397% 8 31% 131% 18 Sa 
Wrigley (W. Jr.) ....--++eeeeeeees 57 2514 574 3414 664% 6414 641% "314 


+ Paid this year. “Including extra. 
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Answers to Inquiries 
(Continued from page 516) 





should approximate $4.80 a share. 
While the new bullion tax levied by 
the Canadian Government reduces 
the amount actually received by the 
company for its product below $35 an 
ounce, this is offset by the exemption 
from the corporate income tax. In 
view of the fact that production costs 
over the medium term, at least, are un- 
likely to rise sufficiently to offset the 
gold premium, earnings of McIntyre 
should continue to compare favorably 


with previous years’ results. Certainly | 


in view of the monetary uncertainties 
existing, which might easily result in a 
higher price for gold, we feel that you 
would do well to maintain your posi- 
tion in the stock. 


COMMERCIAL SOLVENTS 
CORP. 


Please give me an expression of your 
views on Commercial Solvents. Do you 
believe, with “liquor” enthusiasm over, that 
present prices more accurately represent 
its earnings prospects? Would you con- 
tinue holding the stock for appreciation?— 
T. B. P., Aurora, Ill. 

Commercial Solvents Corp. reported 
for the six months ended June 30, 
1934, met income of $1,237,737, 
equivalent to 47 cents a share on the 
capital stock, compared with $637,048 
or 25 cents a share for the first half 
Immediately preceding re- 
peal of the 18th Amendment, the com- 
pany built up large stocks of grain 
alcohol, the demand for which proved 
exceptionally profitable for a short 
time. With the initial heavy demand 
for blending alcohol over, the company 
is now believed to be deriving very 
little revenue from that source. Of 
course, there is the possibility that the 
demand for grain alcohol will improve 


| later in the year in line with the an- 
| ticipated seasonal increased consump- 


tion of whisky. In the last analysis, 


| however, the prospects for Commer- 
| cial Solvents would seem to hinge 
| largely upon the demand for industrial 


alcohols and solvents. These are 
widely employed in the chemical, tex- 


» tile, paint and numerous other indus- 


tries. While rising grain prices may 


» tend to increase costs, the company is 


understood to be in an exceptionally 
favorable inventory position. The 
renovation program recently 
launched by the Federal Government 
is expected to materially increase sales 
of paints and should, thereby, enlarge 
the demand for solvents while, during 
‘the fall and winter months, sales of 
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serves 1,662 cities and towns of twenty states .. . combined 
population 6,000,000...total customers 1,569,296...installed 
generating capacity 1,586,694 kilowatts...properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 
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MARKET STATISTICS 








N. Y. Times 
N. Y. Times Dow, Jones Avgs.— 50 Stocks — 
40 Bonds 30Indus. 20 Rails High Low Sales 
Monday, August 13............ 79.02 91.80 34.66 79.65 77.66 811,150 
Tuesday, August 14............ 79.46 91.12 34.38 79.37 78.45 531,400 
Wednesday, August 15......... 79.76 91.00 34.62 79.25 78.31 574,750 
Thursday, August 16........... 80.04 91.69 34.97 79.82 78.76 610,220 
Priday, AMUSE TF oo. sos aes 80.15 91.12 34.64 79.62 78.60 477,150 
Saturday, August 18............ 80.17 90.86 34.36 78.60 78.26 164,000 
Monday, August 20............ 80.11 90.44 34.54 78.74 78.05 274,540 
Tuesday, August 21............ 80.18 92.57 35.68 80.03 78.76 579,110 
Wednesday, August 22......... 80.41 94.32 37.24 82.09 80.19 1,295,710 
Thursday, August 23........... 80.36 $4.05 37.14 81.97 81.04 747,670 
Friday, August 24.............. 80.55 95.48 38.20 82.91 81.32 746,800 
Saturday, August 25............ 80.69 95.71 38.42 83.23 85.52 436,700 








anti-freeze normally contribute heavily 
to earnings. It seems logical to predict, 
therefore, that Commercial Solvents 
will show at least $1 a share on its 
stock for the full year. With a strong 
financial condition and _ promising 
earnings outlook, we feel that the stock 
is fairly priced in relation to the shares 
of other chemical concerns and should 
be held for longer term price enhance- 
ment. 


LOEW'S, INC. 

With Loew's, Inc., earnings approxi- 
mating $3.45 per share on its common 
stock, do you believe it possible the com- 
pany will increase or declare an extra 
dividend? Do you believe the possibility 
amply discounted at current prices? What 
do you think of the company’s outlook ?— 
I. E. H., Asheville, N. C. 


As a result of increased theater at- 
tendance and operating economies, 
Loew’s, Inc., was able to report for the 
40 weeks ended June 7, 1934, a net 
profit of $5,750,750. This was 
equivalent, after dividend require- 
ments on the $6.50 preferred stock, to 
$3.45 a share on the common and com- 
pares with $2,336,027, or $1.11 a com- 
mon share for the like period of the 
previous year. While earnings un- 
questionably registered some seasonal 
decline during the summer months, 


box office receipts and film rentals are 
understood to be running ahead of the 
corresponding months last year. The 
record of Loew’s throughout the de- 
pression has been considerably better 
than that of most motion picture en- 
terprises. This is attributable in no 
small measure to the fact that its ex- 
pansion was conservative and over- 
head charges were held at a minimum. 
The capitalization of the company is 
sound, being comprised of 1,464,205 
shares of common stock, 138,349 
shares of $6.50 preferred stock and 
$4,571,939 in subsidiary preferred 
stocks. Funded debt, including that 
of subsidiaries, amounts to approxi- 
mately $28,700,000 which cannot be 
regarded as excessive for a company 
with indicated assets of more than 
$123,000,000. Current position is 
featured by extreme liquidity; cash 
and government securities alone are 
understood to be in excess of $10,000,- 
000, while current liabilities were 
roughly half the amount of cash at the 
date of the latest balance sheet. The 
company is understood to have a num- 
ber of feature films ready for release 
during the fall and winter months 
which are expected to substantially in- 
crease box office receipts. Distribution 
is accomplished through exchange 
agreements with other producers and 
theater owners and since rentals are 
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based primarily upon box office re- 
ceipts, improved conditions in the in- 
dustry, as a whole, will find reflection 
in Loew’s earnings. The present 
dividend on the common stock is be- 
ing earned by a wide margin and if 
business continues to hold at the pres- 
ent rate or improve, as is indicated, 
stockholders could reasonably expect 
an increased share of profits. Because 
of this possibility and the company’s 
excellent long term earnings prospects, 
we counsel continued retention of your 


holdings. 


STANDARD BRANDS, INC. 


Do you believe anything besides the gen- 
eral weakness of the market is responsible 
for Standard Brands selling so near its 
low for the year? What course are you 
recommending to your readers at this 
time?—G. F. D., Providence, R. I. 


Standard Brands, Inc., occupies a 
leading position in the food products 
industry, distributing such well known 
brands as “Fleischmann’s Yeast,” 
“Royal Baking Powder,” “Chase & 
Sanborn Coffee,” and others. Oper- 
ating economies together with an ag- 
gressive sales policy enabled the com- 
pany to successfully combat the forces 
of the depression, and earnings have 
been relatively stable. In the first six 
weeks of the current year, the com- 
pany reported earnings equivalent to 
64 cents per share of common stock, 
against 51 cents a share in the corre- 
sponding interval of 1933. The $1 
annual dividend likely will be covered 
by a fair margin in the full year 1934, 
but it is not likely that directors will 
take any action toward increasing dis- 
bursements until the preferred stock 
has been further reduced. A sharp 
upturn in earning power cannot be 
looked for until the purchasing power 
of consumers increases. Nevertheless, 
the shares have the desirable quality 
of stability, while returning an attrac- 
tive yield at current prices. The 
lethargy of the stock market likely 
accounts in a large part for the fact 
that the shares are selling at a price 
close to the year’s low. We would 
favor purchase of the stocks as a long 
term semi-investment issue. 


U. S. PIPE & FOUNDRY CoO. 


I have a loss on 100 shares of U. S. Pipe 
<» Foundry bought at 23. I would like 
your views on the outlook for this com- 
pany, and if you favor holding or selling 
my stock—F. G. S., New York, N. Y. 


The U. S. Pipe & Foundry Co. 
ranks as the leading producer of cast 
iron pipe in this country, normally 
supplying about 50% of domestic re- 
quirements. As a result of the depres- 
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ey A 


sion, municipalities were forced to 
curb expenditures for projects requir- 
ing the use of pipe. However, the pic- 
ture has now changed and the company 
is in a position to benefit from public 
works constructions, financed by 
P WA and RFC funds. It has been 
estimated that public works projects 
now contemplated will require in the 
neighborhood of 750,000 tons of cast 
iron pipe. Huge sums for the projects 
have been allotted although actual 
work has been slow in progressing. 
However, inasmuch as the U. S. Pipe 
&? Foundry Co. supplies one-half of 
the domestic requirements of cast iron 
pipe it is apparent that the company 
stands to benefit considerably as opera- 
tions are begun on the various projects. 
The company’s margin of profit has 
been recently raised by an increase in 
the quotation for pipe. The report 
for the first six months of 1934 showed 
earnings of $315,727, against a loss of 
$207,141 in the first half of 1933. 
A sound financial position has enabled 
the company to continue a small divi- 
dend on the common stock, even 
though it has not been earned. On a 
current earnings basis the stock is not 
cheap, but the longer term possibilities 
of the company warrant further re- 
tention of the stock for speculative 
possibilities. 


ATLAS POWDER CoO. 


With so many other stocks apparently 
bargains today, do you think it might be 
wise to consider switching 100 shares of 
Atlas Powder bought at 32?—E. M. I., 
Reading, Pa. 

Atlas Powder Co. is one of the 
leading producers of industrial ex- 
plosives, and has benefited to a marked 
degree from increased coal and other 
mining activities during the recent 
past. The company reported for the 
six months ended June 30, 1934, net 
profit of $677,107, equivalent, after 
dividend requirements on the 6% pre: 
ferred stock, to $1.70 a share on the 
common stock. This compared with 
$129,258 or $1.48 a share on the 6% 
preferred stock in the first half of 
1933. The profit for the June quarter 
amounted to $322,472 and was equal 
to 78 cents a share on the common 
stock against $354,635, or 92 cents a 
share earned on the common in the 
preceding quarter. This earnings de- 
cline reflects a tapering off in demand 
for explosives by the coal mining in- 
dustry. Coal mining operations give 
promise of expansion during the fall 
months, however, so that the recent 
earnings decline would appear to be 
mainly seasonal. Furthermore the 
concern should benefit from the Gov- 
ernment’s construction program, while 
any sustained improvement in the rail- 


road and private construction fields, 
which must eventually come about, is 
bound to increase the demand for ex: 


plosives. In addition to its explosive 
business, which constitutes about 80% 
of total sales, the company also is en- 
gaged in the production of. heavy 
chemicals and lacquers. Current as 
sets as of June 30, 1934, including 
$5,014,140 ‘cash and _ equivalent, 
amounted to $10,236,852 and current 
liabilities were $688,252. Capitaliza- 


tion is conservative, there being no 7 


funded debt and only approximately 
98,000 shares of 6% preferred stock 
preceding the common. With the 
longer term outlook for its principal 
consuming outlets favorable, we main- 
tain a construction attitude toward the 
stock and suggest its continued reten- 
tion. 


SOCONY-VACUUM OIL CoO., 
INC. 


I have been advised to buy Socony- 
Vacuum. I note now that other compan- 
ies in its price range pay a greater divi- 
dend. Do you think this is offset by 
Socony’s stronger position and its appre- 
ciation possibilities?—R. N. W., Hart- 
ford, Conn. 


The Socony-Vacuum Oil Co., Inc., 
occupies a dominant position in its in- 
dustry, not only in the United States 
but in world markets. Reflecting in- 
creased consumption and the firmer 
price structure prevailing during the 


last six months of the year, net income | 


for 1933 amounted to $22,545,462, 
which was equivalent to 71 cents a 


share on the capital stock, against a | 
net of $5,320,282 or 17 cents a share | 


in 1932. Because of the company’s 
large investments in foreign subsidiar- 
ies, it has also been aided by the im 
proved position of other currencies in 
relation to the American dollar. In 


1933, the company merged its interests | 
Far East with those of the} 
Standard Oil Co., of New Jersey in af 


jointly owned subsidiary and more re-f 


in the 


cently arrangements have been made 
for the purchase of crude oil from the 
Soviet for distribution in the Near 
East. In view of the improving posi 
tion of the silver currency countries, 
Socony’s foreign business outlook 
would seem exceptionally bright. In 
the domestic market it is expanding its 
marketing and refining facilities and is 


unquestionably benefiting from higher} 


crude oil and gasoline prices. Many 
operating economies have been and 


are being effected, the benefits off 
which may come to light in the earn} 


ings report for the full year 1934. In 
view of the concerns strong financial 
condition and thoroughly entrenched 
position in the oil industry, we feel 
that the stock is entitled to yield a 
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dividend somewhat lower than that 
obtainable on certain other less fav- 
orably situated issues. Hence, and 
because of the fact that the company’s 
extensive foreign interests provide an 
excellent hedge against further dollar 
depreciation, we feel that you would 
do well to acquire the stock at present 
prices. 


INTERNATIONAL BUSINESS 
MACHINES CORP. 


I will be grateful for your remarks on 
International Business Machines Corp. It 
occurs to me its stock might be high-priced 
in relation to yield and prospects. Your 
early answer will be appreciated—J. B. 
T., South Bend, Ind. 


International Business Machines 
Corp. reported for the 6 months ended 
June 30, 1934, a consolidated net in- 
come of $3,401,176, equivalent to 
$4.83 a share on 703,345 shares of 
capital stock. This compared with 
$2,902,012, or $4.12 a share in the 
first half of last year. Net income 
for the June quarter was $1,712,327, 
against $1,688,849 in the preceding 
quarter and $1,399,806 in the June 
quarter of 1933. Manufacturing a 
wide variety of computing and record- 
ing machines, in addition to numerous 
specialties, including coffee grinders, 
clocks, scales, etc., the earnings im- 
provement registered this year reflects 
the improving business trend in evi- 
dence not only in this country, but 
throughout the world. Domestic sales 
ot the company are understood to have 
recently been the best in its history 
while foreign sales also registered sub- 
stantial improvement. In view of the 
increasing need of corporations to re- 
duce their labor costs through the use 
of time savings devices, the long term 
earnings trend of the company cannot 
be regarded as other than favorable. 
Because the bulk of revenues is derived 
from leasing of tabulating equipment, 
the earnings record of the company 
throughout the depression has been 
relatively satisfactory. Of course, its 
very earnings stability throughout the 
period when most corporations were 
reporting sizable losses, would seem to 
indicate gradual rather than rapid 
earnings expansion upon a return to 
more normal economic conditions. The 
development of foreign business holds 
great promise, however, and may be 
expected to add substantially to earn- 
ings of the parent company over the 
longer term. With an excellent finan- 
cial condition and promising earnings 
outlook, we do not feel that the stock 
is now quoted out of line with other 
issues of like caliber. Hence, we sug- 
gest retention of your holdings with a 
view to further long range price en- 
hancement. 


SEPTEMBER 1, 1934 








Effective Oil Code Enforce- 
ment Essential to Industry 


(Continued from page 503) 








of Tripoli and Haifa, with suitable stor- 
age and other facilities at the former 
terminal. It is expected that the neces- 
sary construction will be completed at 
Haifa by the end of the year. 

Despite the huge potential flow from 
the Iraq field, it is understood that 
every effort is being made toward the 
orderly distribution of production as it 
is made available. Initial output of 
§4,000 barrels daily seems large in rela- 
tion to the excessive world supplies and 
may be accounted for in part by the 
insistence of the French government in 
encouraging their refining industry to 
use French-owned petroleum. It is too 
early to visualize the manner in which 
the availability of Iraq oil will effect 
the distribution of oil and refinery prod- 
ucts in the principal Asiatic and Euro- 
pean countries, aside from the imme- 
diate effect of curtailing French imports 
from the United States. Most assured- 
ly, however, the outlook seems clearly 
for more intensive competition in world 
oil markets, a prospect which it is difh- 
cult to view with equanimity at a time 
when oil from the United States, South 
America and Russia is more than suffi- 
cient for present world needs. To re- 
duce the oil industry in this country to 
a purely domestic basis, a not inconceiv- 
able event of the future, would have 
far-reaching and adverse affects upon 
the earning power of not a few leading 
oil companies. . 

Earnings of the majority of oil com- 
panies this year will compare favorably 
with 1933, if the price structure is pre- 
served, and inventory losses avoided. 
Barring an uncontrolled orgy of pro- 
duction, the price trend of raw com- 
modities generally would favor the 
maintenance of present price levels at 
least. During the past year, the degree 
of improvement has been such as to per- 
mit the resumption of dividends by a 
number of oil companies and there has 
been a notable strengthening in the 
financial position of the industry 
through a substantial reduction in 
funded debt and a further building up 
of liquid reserves. At the end of 1929, 
15 representative oil companies had an 
aggregate funded debt of $820,255,000. 
By the end of 1933, however, this fig- 
ure had been reduced to $675,855,500 
and a number of large redemptions in 
the current year will effect further sub- 
stantial reduction in this item. Early 
this year Union Oil retired $4,429,500 
of 5% debentures, Humble Oil will re- 
deem $18,950,000 of 5% debentures in 
October and since 1930, Standard Oil 








HOTEL 
DU RHIN 


6, PLACE VENDOME, 6 
PARIS 


Situated in the Historic 
Place Vendéme with the 
finest shopping district in 
the world at its doors, handy 
to the best theatres and 
principal banks, close to the 
Tuileries Gardens and the | 
Opera. A hotel distin- | 
guished by that gracious 
charm and comfort found in 
the best homes and appre- 
ciated by a discerning 
clientele. 











Prices Adapted to Present Conditions 


Single room and bath........ 50 frs. | 
| Double room and bath....... 75 frs. | 
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SAVINGS 


may be of money or 
of services — and can 
be affected both by 
spending more as well 
as less. 


Chiselers—is a word 
usually indicative of 
those who cause you 
to spend less—always 
with the measure of 
“value” dependent on 
your judgment — with 
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facts, to your profit 
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It is an_ established 


fact that in purchas- 
ing your clothes—sav- 
ings are assured —_- 
if you insist on_hig 
quality custom tailored 
garments. 


May we prove to you 
the substantial savings 
afforded by Shotland 
and Shotland clothes 
and tailoring service? 
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Keep Your Stocks Earning Dividends 


Buy with—Trade with—Deal with—the compan- 
ies whose stock you own. Many of them adver- 
tise in The Magazine of Wall Street. 
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of Indiana has reduced funded debt 
from $57,575,500 to $125,000 since 
1930—to cite a few typical examples. 
On an earnings basis most representa- 
tive oil stocks are reasonably appraised 
marketwise at this time and considering 
their advantages as an “inflation hedge,” 
responsibility for this condition must be 
placed upon the uncertainties in the 
immediate outlook. The situation is by 
no means hopeless or impossible of cor- 
rection by the combined efforts of the 
industry and the government but its 
adverse implications are such as to war- 
rant a vigilant attitude on the part of 
those investors interested in oil secur- 
ities. 








France Sets Up a Franken- 
stein 


(Continued from page 492) 








Looking back to the relatively prosper- 
ous years 1924-1929, one observes the 
striking fact that over this period she 
had a substantial “unfavorable” trade 
balance—that is a marked surplus of 
imports. Only one thing made this 
possible—foreign loans, chiefly from 
the United States. Since a substantial 
part of such loans has never been re- 
paid, we and other creditors were in 
the position of giving Germany the 
raw materials needed for her domestic 
prosperity. 

The other factor which postponed 
her economic crisis was Russia's heavy 
purchases of industrial equipment in 
connection with the Five-Year Plan. 
There is neither this support nor the 
support of foreign loans in the pres- 
ent situation. Thus Germany is back 
to the fundamental reality—certain to 
prevail over the long run in any event 
—that she can obtain needed raw ma- 
terials only by sale of exports; and 
that presently her exports are declin- 
ing and now are wholly insufficient to 
pay for needed imports. 


There is no gainsaying the fact that 
stupid German policies, irritating to 
world opinion, have made an inher- 
ently bad situation worse—although 
the realist can excuse such policies if 
allowance be made for the simple truth 
that the third rate demagogue at the 
head of the German Government could 
not do other than follow a course in 
keeping with the hysteria and despera- 
tion of a public opinion which, among 
other things, regards him as their bul- 
wark against Communism. 

There is no question that in an ef- 
fort to justify default on foreign obli- 
gations German officialdom—and the 
cunning Dr. Schacht in particular— 
has misrepresented the actual status of 


the country’s holdings of gold and for- 
eign exchanges. 

There is also no question that Ger- 
many’s treatment of the Jews, of the 
labor unions and Hitler’s queer insist- 
ence on putting the Nazi “religion” 
in all German churches have alienated 
a vast body of public sentiment all over 
the world and has resulted in a for- 
midable boycott—tacit in most cases, 
rather than formal—on German goods. 
This is not confined to Jews. It is re- 
flected in the attitude of Catholics, 
many Protestants and of organized la- 
bor. Moreover, a further reaction of 
world sympathy has resulted from 
Hitler's over-done rattling of the 
sword—in which matter he has re- 
cently attempted a belated retreat—- 
and from his cold-blooded and sum- 
mary execution of political enemies of 
both the Left and Right. 

But these matters, after all, are of 
subsidiary significance. That Germany 
is in desperate economic straits is the 
reality that would probably have been 
inevitable under any German leader- 
ship. That the German mass mind is 
in a high state of emotional intensity 
probably is also inevitable. 

From these inevitabilities it neces- 
sarily follows, as likewise inevitable, 
that the policies of Hitler can only be 
policies of desperation. It necessarily 
follows that a demagogue will seek to 
divert public attention from the reali- 
ties of the country’s position and from 
his own failings by teaching to a pro- 
paganda-ridden public that its distress 
is due to the Jews, to the Communists 
and Socialists, to Germany’s foreign 
enemies—to anything except the Ger- 
mans themselves. As for the Germans, 
they are God's chosen; they are the 
Aryan race, superior in every respect 
to all other people. Here we have, in 
truth, the world’s most amazing na- 
tional inferiority complex! 

In the circumstances, also, it neces- 
sarily follows that the individual Ger- 
man must live under a degree of State 
regulation and paternalism incompre- 
hensible to the American mind. Its 
amazing ramifications in the absolute 
control of the press and the radio, in 
the strict regulation of almost every 
variety of production and distribution 
whether agricultural or industrial, in 
the rationing of supplies of raw ma- 
terials, in the rigid control of imports 
and exports, in the fixing of wages, 
prices and rents and in a thousand 
other directions would require a 
lengthy volume to detail even in part. 

To cite but a few examples: a Ger- 
man farmer can not sell or mortgage 
his farm without consent of the Gov- 
ernment, must will it to his eldest son, 
is told what he should plant, how much 
and the price he will get. The baker 
is told how much flour and what per- 
centage of “ersatz” (substitutes) he 


must put in his bread and how much 
he can charge for it. There are gov- 
ernment monopolies of various kinds 
and their number and scope are stead- 
ily increasing. This is an important 
source of government revenues. The 
Government wil! buy lard in Ham- 
burg at 30 pfennigs and retail it in 
Berlin at 167 pfennigs. It buys milk 
from small farms at 23 pfennigs and 
from large farms at 9 pfennigs but re- 
tails all at 30 pfennigs. 

In short, there is almost no manu- 
facturing, agricultural, commercial or 
distributional activity in Germany that 
is not subject to bureaucratic regi- 
mentation. And as the economic pres- 
sure increases, the State’s sphere en- 
larges with every passing month. 

What has all of this done for the 
average German citizen? Is he better 
off under Hitler than he was under the 
Republic or the Kaiser? The answer-— 
most emphatically—is no. 

On this point let us not confuse the 
issue by poring over statistics of indus- 
trial production, employment, etc. The 
official figures are unreliable and con- 
tradictory, unquestionably _ reflecting 
the heavy hand of the propagandist. 
Taken at face report, industrial pro- 
duction is at nearly 80 per cent of the 
1928 average, as compared with less 
than 60 per cent at the 1932 depres- 
sion low. 

No doubt there has been a consid- 
erable increase, as compared with the 
lowest point of depression. There has 
been in every country. But the Ger- 
man production figures have this curt 
ous aspect: namely that they are not 
reflected in a corresponding increase 
in the movement of freight cars, even 
as officially reported. Neither is the 
alleged productive increase reflected in 
consumption, for German retail trade 
is at a lower level now than in 1932. 

The answer, apparently, is that much 
production is being warehoused— 
whether for future war purposes or 
not. The answer, also, is that the ap- 
parent improvement in production and 
employment is overwhelmingly a crea: 
tion of governmental activities, rather 
than the reflection of normal recupera- 
tive forces. 

Even so, the important matter is the 
individual German’s living scale. It is 
with relation to this in the long run 
that Hitler will sink or swim and that 
social order will maintain itself or 
break down. 

It is undisputable that wages have 
gone down since Hitler rose to power 
and that the cost of living has risen. 
“Real wages” have declined by 15 per 
cert and currently are continuing to 
decline. The official Bureau of Statis- 
tics shows that the average hourly 
wage of a skilled German workman is 
78 pfennigs or 19; cents gold! The 
average wage of a skilled workwoman 
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is 51 pfennigs or 12 ae More- 
over, the official census of the Nazi 


Labor Front reveals that the average 
weekly wage of all employed Germans 
of both sexes and of all ages is 26.25 
marks or $6.56 per week at old par 
of exchange! 

Nor is that all of the story of the 
grinding poverty of the German 
masses. The workman pays taxes, so- 
cial insurance and “voluntary contri- 
butions.” He pays a flat 10 per cent 
income tax, with family abatement. 
The tax begins on incomes from $310 
a year (gold) upward. In taxes, social 
insurance and “contributions” the 
worker gives up fully 18 per cent of 
his meager income, not to mention the 
hidden taxes which a profiteering gov- 
ernment extracts out of its various 
monopolies. 

Such is the average employed Ger- 
man’s situation—and that of the un- 
employed is, of course, worse. How 
long can the masses withstand the 
strain? The German situation is fan- 
astic, impossible—yet there it is! And 
it is even more impossible to see any 
way out. 

Hitler and Schacht say that Ger- 
man genius will find synthetic substi- 
tutes for needed materials; that the 
public can and will “pull in its belt” 
and cheerfully accept ‘ersatz’ prod- 
ucts as it did during the war. To the 
realist, such a remedy is hopeless. The 
war time substitutes were temporary 
and were so regarded by a population 
keyed to vain but patriotic hopes of 
a great victory. They will scarcely 
show equal patience in peace time, as 
the resort to shoddy substitutes stead- 
ily lowers an already appallingly low 
scale of living. 

What can Germany do? Well, in 
the course of time and in one way or 
another, she will recover Austria—de- 
spite Italian and French opposition— 
for Austria is her racial and economic 
ally in the first place and, secondly, is 
an utterly impossible economic unit as 
divorced from her former territories 
by the Treaty of Versailles. She will 
slowly starve to death unless returned 
to Germany or placed, with Hungary, 
in a Danubian economic unit. 

In time, perhaps, Germany can 
gradually regain her influence over 
Middle Europe in general, for this is 
her best market and likewise an im- 
portant source of supply of needed im- 
ports. Mayhap in desperation she will 
some day march eastward into Russia 
through the fertile Ukraine. It is in 
this direction that her longer destiny 
lies, according to the unexpurgated 
German edition of Hitler’s book, “Mein 
Kampf.” 

But such things lie in the future. 
Today, look where she will, Germany 
sees only determined and well-armed 
foes, insistent on thwarting her des- 
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tiny—Slavs of Russia, Poland, Lithu- 
ania, Esthonia, Latvia, Hungary, 
Czecho-Slovakia, Yogoslavia; Latins of 
France and Italy; Aryans of Britain. 

These will not forever see eye-to- 
eye on Germany, but they are united 
in opposition to her today. As long as 
they are, they are a formidable—in- 
deed, an impregnable—host. 

Meanwhile, the German draws his 
belt tighter, the world buys less and 
less of his goods, essential imports 
grow ever scarcer, wages decline and 
the cost of living rises. 

Some part of this fantastic structure 
is going to break. It has to. Whether 
it will be the currency, the political 
organization or the social structure it- 
self is—unfortunately—utterly beyond 
human forecast. It is on the lap of 
the gods. 








Net Income Fails to Keep 
Pace With Larger Gross 


(Continued from page 493) 








higher taxes, that caused the company 
to report such a startling fall in net in- 
come for the first six months of this 
year compared with the first half of 
1933. 

The managements of a number of 
other companies have dropped hints as 
to the reason for their smaller profit 
margin. For example, Scott Paper at- 
tributes it to increased appropriation 
for selling expense, with higher manu- 
facturing costs induced by the NRA 
being an additional influence; Ameri- 
can Zinc, talking of the first quarter 
of the year, said that wages and sal- 
ary disbursements for the period were 
74 per cent over the payroll for the first 
three months of 1933; while National 
Lead said: “Tonnage sold (first half) 
was in excess of the same period last 
year, but profits did not increase pro- 
portionately to the increase in sales, due 
to increasing costs.” 

Yet, so far as the stockholder is con- 
cerned, the results are about the same 
whatever the particular cost item caus- 
ing his company the most serious em- 
barrassment. All bring about reports 
of earnings that are relatively poor. 
Entirely apart from this, however, the 
tendency is a disquieting one, for, if it 
becomes any more pronounced, all hope 
for a “normal” recovery must be aban- 
doned. Who, in the face of such a 
trend, would enlarge his plant or start a 
new business and, if no one wants to 
do these things, how are the banks to 
employ their excessive resources? Then, 
if the banks cannot or will not lend, 
does it mean that the Government will 
continue as it is doing at the present 
time—ending with... . what? 














What’s Ahead for 
the Stock Market? 


The weeks and months just ahead 
will see many far-reaching develop- 
ments. 


Timeliness will be the primary es- 
sential for successful investing dur- 
ing this period. 


A clear understanding of trends can 
be of real value to you then. 


Start now to acquire 
this understanding 


By regularly reading The Magazine 
of Wall Street you can attain a clear 
picture of the developments bearing 
on business and securities markets 
days and weeks before the informa- 
tion is available through regular 
channels. 


You will be always posted on your 
present holdings and on new op- 
portunities. Experts will point out 
bargains in high-grade securities— 
tell you when to buy—when to sell. 


Accept this Unusual 
Short-Term Offer 


Take advantage of our special “get- 
acquainted” short-term rate. Be sure 
of receiving the coming issues 
promptly during the important 
months ahead. Every issue will 
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1 ee are er ere ime me ee ere 

PAAEESS® 4.6.0/0 0.06 00:8 00.0 belt Votes Hme eases 

City .cccccvccccvcvccsvces State.....+-- 

9-1-ST 

525 











New York Curb Exchange 














ACTIVE ISSUES 


Quotations as of Recent Date 


1934 
Price Range 
————. Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer......... 8534 50 6734 
Amer. Cyanamid B (.25).... 2245 1434 183% 
Amer. Gas & Elec. (1)...... 33%, 1854 231% 
Amer. Lt. & Tr. (1.60)...... 193, 10% 1134 
Amer. Superpower......... 4% 1%4 2% 
Assoc. Gas Elec. “‘A’’....... 23g 7/16 5% 
Biles Gore. .......... .. 15% 734 954 
Canadian Indus. Alco. “‘A’’.. 203 644 854 
eee 4 154 2 
Cities Service Pfd.......... 26% 114% «42417 
Colum. G. & E. cv. Pfd. (5). 103 68 71% 
Consol. Gas Balt. (3.60).... 68 53 6314 
Cond Corp. (38) ........... 854 2% 3% 
Creole Petroleum.......... 1334 95, 13 
Distillers Cp. Seag......... 2654 8% 14 
Elec. Bond & Share...... 23', 954 11% 


“ 
. 2 7 4/8 
Elec. Bond & Share Pfd. (6). 60 31 4454 
Ford Motor of Can. “A’’ (.50) y % 
Ford Motor, Ltd............ 954 Mg 


1934 


Price Range 
————-. Recent 
Name and Dividend High Low Price 
General Aviation........... 9% 314 334 
Glen Alden Coal........... 2434 1034 202, 
Great A. & P. Tea N.-V. (744) 150 — 122 132 a 
Guilt Of of Pe....5......... 7634 50 576 
Hudson Bay M.&S........ 155% 834 15 : 
Humble Oil (1)............- 46 3¢ 334 4314 
Imperial Oil (.65).......... 1645 125, 15% 
Inter. Petro!. (1.66)........ 305% 193, 29 34 
Lake Shore Mines (3.00).... 5634 41 4 56_ 
Niagara Hudson Pwr....... 936 43% 476 
St. Regis Paper............ 5} 2'% 2 
South pada <n (A20)...... 2614 174% 24 
Standard Oil of Ind. (1)..... 3234 2s 06 oT 
Swift & Co. (.60)........... 1934 13% 1s 
Swereerr()........5..... SB. 2334 37%, 
United Founders........... 1% 9/16 11/16 
United Gas Corp........... 334 1%4 235 


United Lt. & Pwr. A........ 534 
Walker Hiram H. W........ 3 

















Chain Store Management 
Faces a Test 


(Continued from page 511) 








that chain stores have proceeded cau- 
tiously and with proper regard for the 
uncertainties present in the fall pros- 
pect. Orders placed for the advance 
delivery of staples and semi-staple mer- 
chandise compare favorably with last 
year, but in other lines there has been 
a noticeable tendency to “go easy” 
and orders are placed closer to the time 
when the merchandise is likely to be 
sold. In the chain store industry, how- 
ever, where the speed of inventory 
turnover is a highly important factor, 
the possibility of serious inventory 
losses is minimized by the relatively 
short period of time elapsing between 
purchases and sales. 

While there has been a noticeable 
tendency on the part of many com- 
mentators to minimize the possible 
effects of the drought, it is difficult 
for this writer, at least, to see how an 
economic calamity of such consequence 
can fail to have other than an adverse 
effect directly upon business in the 
stricken areas and indirectly in other 
sections of the country. It is true 
that the spending of more than $500,- 
000,000 in relief funds by the Govern- 
ment will aid in mitigating distress. 
It is likewise true that those farmers 
which have crops and stock will re- 
ceive substantially higher prices for 
them. In a situation of this sort, how- 
ever, it is necessary to reckon with its 
psychological aspects and it would 
seem most unusual if a great mass of 
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people after suffering a severe finan- 
cial set-back and permanent loss were 
to follow their normal buying inclina- 
tions, government relief notwithstand- 
ing. It is, of course, quite conceivable 
that the effects of the drought will 
prove to be more or less transient but 
it is well to recognize that it will be a 
decided factor so far as the fall pros- 
pects of the mail-order chains par- 
ticularly are concerned. The effect 
upon other chains will be proportion- 
ately large or small depending upon 
the extent of their interests in the 
drought sections. 

In summarizing the fall prospects 
for chain stores, or retail trade as a 
whole, for that matter, the presence of 
certain well defined elements of un- 
certainty must be admitted. Even, 
however, allowing for the full force 
of such elements, it is to be doubted 
that any serious restriction in the vol- 
ume of retail trade will occur, which 
will carry it below the comparable 
period of last year. In the case of the va- 
rious chain store groups specifically, 
probably the worst that will take place 
will be a perceptible slowing up in the 
rate of sales gains in the case of some 
systems, while others will carry a small- 
er portion of gross to net, and among the 
major systems none seem likely to ex- 
perience serious difficulties. In other 
words, net earnings, or the amount 
available to stockholders, will prob- 
ably be less than was suggested by the 
substantial increase in sales volume 
which was so pronounced early in the 
year, but for the full year will afford 
satisfactory comparison with 1933. 
The best showing will probably be 
made by the 5-and-10, shoe and drug 
chains. Among grocery chains, there 
are several which should give a very 


of 


themselves, 
while the showing of others may be 
somewhat disappointing. This is also 
true of the specialty and general mer- 


satisfactory account 


chandising chains. As to the mail- 
order companies, it is possible to be 
more sanguine with respect to their 
Icnger term prospects, than it is for 
the next few months, although results 
for the full year may be better than 
any for the past several years. The 
appended table summarizes the posi- 
tion of a selected group of major chain 
store systems. 








National Lead Co. 
(Continued from page 506) 








the prices nor the quantities are varied 
except under most unusual conditions. 
Metal in excess of this “normal” stock 
is valued in the conventional manner, 
at cost or market, whichever is lower. 
In its effects, of course, this system 
tends to level out reported earnings 
over a period of years and it is rather 
remarkable that such industries as 
packing and rubber manufacturing 
have not adopted it, instead of sub- 
jecting their stockholders periodically 
to heart-rending shocks through inven- 
tory write-offs. 

What is to be National Lead’s show- 
ing for the balance of the year de- 
pends very largely upon the course of 
general business and the purchasing 
power of the public. There is no 
doubt whatever of there being many 
homes throughout the country in need 
of renovation—and renovation of 
homes means a demand for paints. On 
the other hand, the difference between 
a potential demand and an actual de- 
mand is a matter of money. Will a 
capacity to borrow under the Housing 
Act be the same thing as if the public 
had money of its own? Frankly, it 
is to be doubted. A bank official only 
the other day said that he questioned 
whether the Government’s new plan 
materially altered the situation, for 
those that are good risks and wanted 
to borrow could have done so before, 
while those that are poor risks cannot 
do so now. In other words, both 
renovation and construction are little 
altered by the latest development and 
before National Lead’s business is 
stimulated from activity in this divi- 
sion there will have to be an increase 
in the public’s own purchasing power 
—not a mere transference of that be- 
longing to the Government. At the 
same time, it would be foolish to ignore 
altogether the potential demand that 
certainly exists in the housing field, 
and which some day must become 
effective to the good of the country as 
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a whole and the National Lead Co. in 
particular. With its paint dealers now 
carrying ample stocks, for the reason 
that this division now ships on con- 
signment and the dealer gains nothing 
by letting his inventory run low, the 
company can do little but await that 
day. 

The outlook for the company’s other 
divisions is about the same as that for 
painting materials—further improve- 
ment awaits a general pick-up, although 
naturally there will be isolated spurts 
and recessions here and there because 
of special conditions. In the mean- 
time, the stockholders have little about 
which to worry. The company is cur- 
rently operating profitably and blankets 
a normally broad and essential indus- 
try. It is financially strong enough to 
resist any temporary recession that is 
conceivable. While the stock at $150 
a share is high in relation to present 
earnings and business activity and 
affords a return that is admittedly 
small, the company has been so firmly 
built that the ultimate outcome can 
hardly be other than satisfactory. 





Where Is the Government 
Carrying Us? 
(Continued from page 488) 





gc on to ruin unless stopped by heroic 
measures which it may be impossible 
to take. 

The severe drought has added 
greatly to the demand for “lots of 
money,” and has made the abundant 
money plea of the inflationists stronger 
than ever. God made the drought, 
but Uncle Sam can make cash. The 
demand for governmental help will 
get stronger and stronger and the 
subtle argument will sink deeper and 
deeper that it is folly to pay interest 
to get money when it can be manufac 
tured by the Government. 


Bank Money Preferred to Stage 
Money 


In these circumstances the Govern- 
ment at Washington is yearning for 
bank money or bank credit inflation 
to take hold, and is chagrined that 
having saved the banks they do not 
gratefully reciprocate. It believes that 
it can control such inflation, and sees 


| in it a way out of the depression. It 


is doing everything it can to start 
credit inflation except to inspire the 
confidence of wealth in itself. Con- 
tinued heterodoxy of public policies 
with reference to capitalistic doctrine 
is paralyzing in its immediate effects 
no matter how laudable its tenets may 
be from the long-time social point of 
view. A nation whose economy is 


SEPTEMBER 1, 1934 


capitalistic is not stimulated to activity 
by the haunting fear that the founda- 
tions of capitalism are being sapped. 
A more conservative attitude is ex- 
pected after the elections, no matter 
which way they go. 

Some authorities feel that bank 
credit inflation is inevitable—that it is 
only a question of time and the occur- 
rence of something to touch it off. If 
the Federal Reserve System does not 
stumble into the percussion, or it does 
not arrive in some fortuitous way, the 
country may find that the Government 
has set up a national central bank and 
taken full control of bank credit or 
bank money into his own hands. That 
may be one way to beat direct formal 
money inflation. However that may 
be, the Government is doing its best 
to encourage the use of bank credit 
and to spur the banks to forcing it 
out. The theory seems to be now 
that, after all, this is a bank money 
country rather than a government 
money country, and that the way to 
regain prosperity is to increase private 
borrowing. The Government may not 
succeed in making the people and the 
banks “borrowing conscious” by the 
housing drive or any other resort, but 
it isn’t human nature for either bor- 
rowers or lenders to hold out indefin- 
itely against stored up inflation of 
$20,000,000,000 in loans to be had 
for the common asking. If inflation 
doesn’t come that way before long the 
politicians will see to it that it comes 
by government fiat. The drought has 
freed us from the dead hand of an 
apathetic world economy. We are in 
a position to have a_ self-contained 
prosperity, for a.time at least. by tak: 
ing in each other’s washing. We shall 
either take up that activity vigorously 
with bank money or alternatively, go 
in for real cheap lawful money and 
lots of it. 





Mid-Continent Petroleum 
(Continued from page 509) 








For the full 1933 year, the company 
reported a net loss of $1,756,438. It is 
to be noted, however, that the showing 
last year represented a considerable im- 
provement over 1932 when the loss ex- 
ceeded $2,000,000. In the final six 
months of 1933, operations were con- 
ducted at a profit of $937,028, the net 
loss having been accounted for by the 
chaotic conditions which characterized 
the industry in the first six months. 
Profits in the first six months of this 
year were equivalent to 59 cents a share, 
contrasting vividly with the loss of $2,- 
703,466 in the corresponding period of 
last year. As of June 30, last, current 
assets, including cash items of $6,300,- 


000, amounted to $18,725,584, as 
against current liabilities of less than 
$2,500,000. Financially, the company 
appears well equipped to withstand any 
temporary relapse in the present stabil- 
ity of the industry and given anything 
reasonable in the way of improvement, 
further payments to stockholders should 
be forthcoming. On the whole, the 
shares of Mid-Continent Petroleum 
would seem to have better-than-average 
speculative possibilities among low- 
priced issues. 








Happening in Washington 
(Continued from page 499) 








will be playing the radicals’ game. 


Food prices will continue to rise and 
you can watch for continued attack by 
the New Dealers on speculators, chisel- 
ers and profiteers in an effort to turn 
the consumer’s wrath from the Govern- 
ment in general and A A A in partic- 
ular. Meat is already up by 15 to 25 
per cent and vague threats uttered here 
will not drive it down. If cost of living 
spurts further may be factor in coming 
elections. 





Significant Foreign Events 
(Continued from page 495) 








in American securities and commodi- 
ties. 
* ok x 


Japan 


Defamation of governmental reputa- 
tion already sighted in France, has its 
counterpart in Japan. The Saito minis- 
try, which resigned in July, has re- 
formed a second “National Govern- 
ment” which is not expected to differ 
widely from its predecessor in the 
characteristic of economic as well as 
military imperialism. 

The top-heavy budgetary structure 
of Japanese economy must eventually be 
reinforced. The retrenchment of the 
crushing burden of military and naval 
expenditures must be relieved in the 
near future. Nevertheless, Japan au- 
daciously proclaims that the 5:5:3 
naval ratio is “incompatible with their 
national self-respect.” 

Meanwhile, America plans to lay 
down 24 warships in six months, Great 
Britain, so far from disarming, con- 
templates raising her cruiser strength 
to the former so-called Jellicoe basis, 
while Italy ostentatiously competes in 
this race for naval prominence by lay- 
ing keels for two 35,000 tons new bat- 
tleships. Whether Japan can keep pace 
financially in this armament extrava- 
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ACTIVE ISSUES 
Quotations as of Recent Date 


INDUSTRIAL 


(14) 
Crowell Publishing Co. (1) 
Dixon (Jos.) Crucible (1) 
Dictaphone Corp. (2) 
Fajardo Sugar 
National Casket (2) 
Singer Mfg. Co. (914) 
Wilcox & Gibbs (1) 


PUBLIC UTILITIES 


Alabama Power Pfd. (7) 46 
Carolina Power & Light Pfd. (3.50) 3314 
Central Maine Power Pfd. (7).... 7214 
Columbus Rwy. Pwr. & Lt. (6).... 
Consumers Power Pfd. (6) 








ganza is not particularly a question of 
her current solvency, but her ability to 
meet the long term excessive overhead 
costs. 

Japan’s present economic situation is 
temporarily encouraging. Preliminary 
figures of foreign commerce in June re- 
veal a total augmentation in trade as 
compared with previous years. Like the 
majority of countries, the percentage of 
increase in imports, with the exception 
of June, accounting for delayed arrivals 
of raw cotton, is appreciably lower than 
the percentage of increase in exports. 
Bank deposits are on the up grade and 
industrial production continues its 
ascending tendency. 

One cannot help but wonder, how- 
ever, how Japan can much longer dump 
her industrial production on world 
markets, face a rising level of raw ma- 
terial prices, and still stand the expenses 
of her arrogant dictatorship over the 
Far East, which her prima donna role 
must necessarily entail. 





As I See It 
(Continued from page 483) 








expenditures are necessary; but nearly 
everyone not on the government pay- 
roll will acknowledge the foolhardi- 
ness of superimposing upon the urgent 
relief expenses, the expenditures for 
experimentation or for things whose 
only benefit can accrue to succeeding 
generations,—if ever. 

Is this the time, the taxpayer may 
rightly ask, for the construction of 
public works which duplicate or com- 
pete with existing facilities? Is this 
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Dayton Power & Light Pfd. (6)... 
Saeed Central Pwr. & Lt. Pfd. (7). 
sas Gas & Electric Pfd. (7)... 
Metropolitan Edison Pfd. (6) 
Nebraska Power Pfd. (7) 
New Jersey Pwr. & Lt., Pfd. (6).. 
Northwestern Bell Pfd. (614)..... 
Ohio Public Service Pfd. (7) 
Pacific Gas & Elec. Pfd. (1.50)... . 
Pacific Power & Light Pfd. (7)... . 
Puget Sound Pwr. & Lt. Pfd...... 
Tennessee Elec. Power Pfd. (6)... 
Texas Power & Light Pfd. (7).... 
Utilities Pwr. & Lgt. Pfd 


TELEPHONE & TELEGRAPH 
American Dist. Tel., N. J. (4)..... 6914 
Bell Tel. of Canada (6) 117 
Cincinnati & Sub. Bell Tel. (4.50). 64 
Mountain States Tel. & Tel. (8)... 10514 
New England Tel. & Tel. (6) 9414 
Peninsular Telephone 34 
Southern New England Tel. (6)... 


9614 
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the time to experiment with model 
communities made up of $2,500 houses 
which cost the Government $7,500 to 
build? Is this the time to establish a 
bureaucratic army on the Federal pay- 
roll almost as big as in war time? Is 
it not rather the time to cut down on 
research, experimentation and costly 
reform—to reduce expenditures as 
closely as possible to anticipated reve- 
nue—to rout out graft and corruption 
if it exists—to confine government to 
its proper functions? 

The way to a “more abundant life” 
will not be found under a crushing 
burden of taxation. 





Call to Action! 
(Continued from page 489) 





able in the early future, for practical 
and detailed organization will proceed 
without delay. 

It remains to say the obvious. This 
movement and its leaders will be sub- 
ject to political attack. It is already 
being twitted by President Roosevelt 
and others who apparently hold that 
the politicians can best protect the 
Constitutional interests of all citizens, 
property” owners and non-property 
owners. The simple truth is that poli- 
cies worked out by political theorists 
and experimenters are paralyzing busi- 
ness progress and, if continued, will 
both prevent a normal economic recov- 
ery and invite a further dangerous agi- 
tation for destructive inflation. In 
that these policies obstruct normal em- 
ployment they are as dangerous to the 
wage and salary classes as to property 
owners. 


In coming months you will hear the 
left-wing politicians calling themselves) 
“progressives,” for the word sounds) 
better to the electorate than the more® 
accurate word “radical.” By the same 
token they will denounce the conserva-” 
tives of the American Liberty League | 
as “reactionaries” and “Tories.” 

If it be “reactionary” to fight for” 
the sound economic and _ political” 
principles by which Americans over 
the generations built the highest and 
safest living standard in the world—~ 
without the doubtful aid of Brain 7 
Trust theorists and without robbing” 
Peter to pay Paul—then we—and, we ™ 
believe, our readers—will cheerfully © 
throw in our lot with the “reactiona- ~ 
ries.” Our ancestors were the true 
progressives in building a great nation | 
on sound public policies and principles. 
Loose fiscal policies and half-baked 
political improvisations which mas- | 
querade as sober national “planning” © 
will never constitute the true American 
liberalism. 





For Profit and Income 
(Continued from page 512) 








fertilizer companies. For example, 
American Agricultural Chemical Co., 
having reported losses aggregating more 
than $2,500,000 in the three previous 
fiscal years, showed earnings for the 
year ended June 30, 1934, equivalent 
to $4.19 a share on 233,206 shares of 
no-par stock, excluding those held in 
the treasury. Although competition in 
the fertilizer industry is still keen 
despite N R A restrictions on the 
disastrous price-cutting tactics of the 
past, there is no reason to suppose that 
the industry’s prosperity will not be 
longer lived. The critical time, of 
course, is during the early months of 
the year in which by far the greatest 
proportion of fertilizer sales are made. 
But with the Government’s policies 
what they are, giving assurance of 
large farmer purchasing power for at 
least some time to come, there is noth- 
ing in sight over the next few months 
to darken the picture. 





What Autumn Holds 
(Continued from page 485) 








awaiting. It is nevertheless. the first 
such loan expansion in a very long 
time. If it continues—and as to this 
one can only await the evidence of 
coming months—it will be possible to | 
take a much more hopeful view of the 
business and market outlook. 
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